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FOREWORD

DOE Order 2258.1B, Cost and Schedule Control: Systems: Criteria (CSCSC) . for Con-
tract Performance Measurement, requires acceptance or validation reviews and
surveillance reviews of contractors' management control systems to assure ini-
tial and continued compliance with the CSCSC. This document has been prepared
to assist DOE personnel in fulfilling their review responsibilities. Reviews
consistent with the guidance contained herein will assure that CSCSC objectives
are met and that contractor's systems continue to. function properly.: Contractor
compliance with the contract requirements for work definition, integrated cost
and schedule control, and performance reporting provide increased assurance that
a contractor's progress is sufficiently visible to reliably indicate status and
to provide the basis for timely and meaningful management decisions.

This is one of a series of DOE CSCSC guidance documents. Individual guides
provide an overview; and detailed guidance on implementation and on contractor
reporting and data analysis. Guidance on preparing and using a work breakdown
structure is also provided in a separate document.

‘L C N Mi ch 11, Director
Office of Project and
Facilities Management
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CHAPTER I

INTRODUCTION

A. PURPOSE

When the Department of Energy (DOE) Cost and Schedule Control Systems
Criteria (CSCSC) are applied to a contract in accordance with DOE 2258.1B,
the contractor's management control systems are reviewed by DOE to deter-
mine their initial and continuing compliance with the CSCSC. This CSCSC
surveillance beging with the award of the contract, continues through
system demonstration/acceptance (phase I), and extends throughout the dura-
tion of the contract (phase II) (see Figure l). Familiarization with the
contractor's management control systems should begin during the contract
proposal stage. A surveillance plan, detailing how surveillance will be
conducted, should be formulated during phase I and fully implemented after
systems validation/acceptance. Surveillance of the contractor's systems
and review of data emanating from this system is to be accomplished by
qualified individuals including the cognizant contracting officer (QC0),
cognizant auditor, and project office representatives., ‘

EVALUATION OF | IMPLEMENTATION | READINESS - {DEMONSTRATION | VALIDATION | SURVEILLANCE
PROPOSALS VISIT ASSESSMENT REVIEW PHASE Il
(PREAWARD) ‘

SURVEILLANCE PHASE I

Figure 1. Typical Phases of CSCSC Implementation and Surveillance

DOE performs. recurring reviews to evaluate the effectiveness of a contrac-
tor's policies and procedures to assure that the contractor's management
control systems meet and continue to meet the CSCSC and generate valid

data, They base such reviews on recurring evaluation of internal management
control practices and selective tests of internal and external reported

data during the life of the contract.  Figure 2, depicts an application,
review, and surveillance sequence of a contractor's implementation of the
CSCsC. ;

This document provides guidance to DOE personnel responsible for applying
the CSCSC requirements on contracts, reviewing contractor implementation of
the requirements, and surveillance to assure continuing compliance with the
CSCSC. ~Attachment 1 lists relevant reference documents.

B. PARTICIPATING - ORGANIZATIONS

CSCSC application requires participation of various DOE organizations, as
described in DOE 2250.1B and the CSCSC Implementation Guide. . Of these,
project management will be the most active, because the project manager has
full management responsibility for a project, including application of the
CSCSC ‘and compliance with DOE 1332,1A, UNIFORM REPORTING SYSTEM. ' Other DOE
organizations participating prominently in CSCSC application are:
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NOTE:  The durations may vary considerably based on a number of ‘factors, particularly the initial state of the
contractor’'s management control systems:

Figure 2.  CSCSC Full Tmplementation Schedule




1. The DOE: Office of Project and Facilities Management (MA-22) acting as
the DOE Focal Point for CSCSC related activities and maintaining
liaison with designated CSCSC Focal Points in other DOE organizations
(e.g., Procurement) and with other Government agencies.

2. The CCO assigned to a project to administer contractual activities,
including those related to CSCSC application for a specific contract.

Other Government agencies involved with energy system acquisition activi-
ties may be requested to assist if DOE resources are unavailable.  The
cognizant auditor, for example, may be a representative of the Defense
Contract audit Agency responsible, at the site involved, for reviews of the
contractor's accounting system policies and procedures for compliance with
the CSCSC. The DOE project office arranges for cognizant: auditor support
in accordance with appropriate DOE audit policy.

ORGANIZATION OF GUIDE

The remaining chapters of this document describe the procedures used during
the CSCSC review process to ensure initially that validated/accepted sys-
tems are employed and then that they continue to conform to CSCSC require-
ments. Chapter 1I, Systems Reviews, describes the role of the DOE review
team in assessing contractors' systems implementation, including the steps
undertaken in the review and validation/acceptance process. Chapter III,
Planning and Performing Surveillance, provides guidance for DOE offices in
the policy and procedures required for monitoring the application of the
CSCSC subsequent to validation/acceptance of contractors' systems, and to
ensure continuing conformance with CSCSC requirements.
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CHAPTER II

SYSTEMS REVIEWS

IMPLEMENTATION REVIEWS

The CSCSC requirements are implemented in either a full or a modified
version’ in accordance with the contractual requirements (see Figure 3).
Implementation commences with preaward activities followed by post award
actions, including an implementation visit, a readiness assessment; a
demonstration or acceptance review, and surveillance reviews of validated
or accepted systems.

(1)

(2)

(3)

(4)
(5)

(6)

(7)
(8)

Full Implementation

Criteria checklist.

Work breakdown structure and
functional organization
integration.

Cost and schedule baseline
maintenance.

Detailed procedures.

Earned value based on
work package progress.

‘Element~of-cost planning
mandatory. '

Formal reviews required.

DOE validation.

Modified Implementation

Criteria checklist tajlored to
contract circumstances.

Work breakdown structure and
functional integration but
functions negotiable.

Cost and schedule baseline
maintenance.

Sumnary procedures.

Earned value technigues
negotiable.

Element-of-cost planning
negotiable.

Less formal reviews.

Project office acceptance.

Figure 3.

Distinctions Between Full and Modified

Implementation of the CSCSC

Preaward Activities

The review sequernice begins with an evaluation of proposals prior to

contract award.

In response to the solicitation containing the CSCSC

requirements, offerors submit, in accord with applicable Uniform
Reporting System requirements, a management plan depicting their man-
agement structure, management processes, contract work breakdown
structure, etc., showing how they plan to meet these requirements.

II-1




‘The prospective contractor's management control systems should be pre-

sented in sufficient detail to document compliance with the CSCSC.
The offerors' systems descriptions are reviewed and evaluated as part
of the source evaluation proceedings. The reviewers will use the
C8CSC checklist ‘included: in Attachment. 2, CSCSC Evaluation/Demon-
stration Rev1ew Checklist and Formats. «

Durlng the proposal evaluatlon, part1c1pants in the source evaluatlon
process should review the offerors' systems descriptions. They should
specifically evaluate proposed contract work breakdown structures
{CWBSs) and the offerors' methods for determining and reporting the
budgeted cost for work scheduled (BCWS), budgeted cost for work per—~
formed (BCWP), the actual cost of work performed (ACWP), the budget at

completion (BAC), and estimate at completion (EAC).

if possible, the revieW‘director should participate~during source

evaluation to promote continuity in the systems reviews. The review
director should be used as the technical advisor on CSCSC interpreta-
tion. Upon completion of the evaluation, the review director should

prepare a report for the source evaluation board, that addresses the

adequacy of the proposed management control systems and 1dent1f1es

‘Spec1f1c def1c1en01es.‘

A contractor propos1ng to use previously validated systems may satisfy

-the CSCSC requirement in the solicitation by citing in the proposal

the Memorandum of Understandlng (MOU) with regard to systems operation
or the formal notification of systems validation documentation. In
such a case, it must be determined whether or not the contractor's
systems are still operational and meet the CSCSC. If the contractor's
proposed systems are in use under a contract with another DOE or Gov-
ernment component, coordination with the other component should be
established and maintained durlng the evaluation review process. If
it becomes necessary to review actual plans and reports of the other

component's contract, concurrence of the other component should be

obtained. Previocusly validated management control systems will not be
required to undergo a complete CSCSC review cycle on a new contract
unless significant modifications have been made to the systems, or DOE
has determined that the operational systems no longer meet the CSCSC.
In the former case, a subsequent application review will suffice (see
paragraph A.4).

:Key team members takihg part‘in the review and their area of responsi-

bility should be identified by a memorandum similar to the example
referenced in paragraph 2.(b) for a Readiness Assessment Review.

Postaward Actions

(a) Implementatlon VlSlt

After a contract with the CSCSC requ1rements has been awarded,
the review director and team chief will determine, in conjunction
with the contractor, an appropriate date for an initial team
visit. This visit provides an early dialogue between members of

I1=2




the team and the contractor relative to the contractor's systems
implementation. = The purpose of this visit is to review the
contractor's plans for implementing the CSCSC requirements. It
should take place as soon as possible after contract award,
preferably within 30 days.  Prior to the visit, the contractor
should be requested to prepare presentations which will reflect
systems design and operation and explain internal operation.  The
visit, normally 2-3 days, should be conducted by key team mem-
bers, rather than by the entire team. It should consist of
identification and clarification of any problem areas or misin-
terpretations, discussion of the review process, and a review of
the contractor's proposed plan for meeting the contractual CSCSC
requirements. - (See Figqure 4). During this visit the contractor
should be requested to make presentations to reflect the systems
design and operation and explain applicable reports.

The team should examine selected documents and procedures pro- -
posed by the contractor. ' In addition, the contractor: should be
informed of the types of documents which should be made available
for the readiness assessment. Figure 5, lists the types of
contractor documentation that may be available for team review
and identifies them to one of the CSCSC categories in which they
play a major role. A date for the visit to assess the contrac-
tor's progress toward satisfying the CSCSC requirements should be
set, either during the implementation visit or shortly thereafter.

Readiness Assessment

The readiness assessment is conducted prior to the full-scale demon-
stration review. It should be short in duration (usually 3 days) and
should be performed by key team members. This visit provides an
opportunity to review contractor progress toward implementing the
CSCSC, to clear-up misunderstandings, and to assess the contractor's
readiness to demonstrate fully integrated management control systems.
This assessment helps prepare for the demonstration review by famil-
iarizing the key team members with systems documentation and with the
fundamentals of systems operation. Figures 6, 7 and 8, show a

team assignment letter, a team member assignment list, and a
readiness assessment agenda, respectively. They are used by the
team chief to identify and prepare team members for the readiness
assessment. In this example, the team organization is modified
functional (see paragraph II.B.4).

A readiness assessment checklist is included in Attachment A-3,
beginning on page A3-1l. Any CSCSC discrepancies revealed should
be identified to the contractor for correction. Team members
should not design or recommend changes to the contractor's sys-
tems in order to meet the CSCSC. If numerous deficiencies exist,
another readiness assessment should be scheduled. Any additional
visits should be made only by personnel who have defined respon-
sibilities in the areas of deficiencies; in order to conserve
contractor and DOE resources.

I1-3



- ,{ ~ MONTH | MONTH | MONTH | MoNTH | MonTH | MONTH | MONTH
Overall Implementation Milestones | PRIOR 1 2 3 4 5 6 X

A. nContract Work Breakdown Structure AN A
B. :Systems De31gn - :'“VV‘ ‘ , : ZX_,_;__sék

,C;'7Plann1nq and»Schedul1ng

D. fContract Budgetan'!a - ,f '”' , A - S a/\a,

E. ’System Programm1ng

1 WOrk Packages - | , o - | AL A

:>1‘
>

~2,' Cost Accounts

p~II

,3.' External Reportlnq - . : A | A

F. Update Organ;zat;onal Charts

>
>

G. fﬂpdate Ptocedukés“J'7' o ;sﬂ  } | : A i & A

H. s0r1entat10n and Tralnlng L . A

I.~ﬁMonth1y Internal Reportlng - " AL : VAN

J. LSystem Test and Correctlng

0 Cost Accounts - - ' - - 1A

2. Criteria Checkllst,Compliance e ' A

K. DOE Reviews o ' ' 1A

f[>

L. Surveil lance

Figure 4. Typical Contractor Full Implementation Schedule




ORGANIZATION 3. ACCOUNTING
Organization Charts "Time Cards
CWBS Dictionary Indirect Cost Center Listing
Summary Systems Descriptions Specification Logs
Responsibility Matrix Drawing Logs
Work Authorizations Material Records
Cost Account Manager Listing Cost Account/Work Package
Functional Operating Procedures Statistics
Project Management Procedures Accounting Procedures

: Purchase Requisitions
PLANNING AND: BUDGETING 4, ANALYSIS

Management Plan
Other URS Plans

“Logic Networks

Master Schedule

Lower Level Schedules
Budget Sheets

Cost Account Plans

Work Package Planning Sheets
Indirect Budget Plans

Major Procurement Status List
Cost Performance Reports
Schedule Status Reports
Narrative Status Reports:
Variance Analysis Reports
Internal WBS/Functional Reports
Indirect Budget Expenditure
Reports

5. . ACCESS. AND REVISIONS

Change Control Log

Management: Reserve: Log
Undistributed Budget Log
Baseline Maintenance Procedures

Figure 5. Typical Contractor Documentation

During the readiness assessment a team report should be prepared.
The report. should cover the purpose and background of the review,
persons contacted, and a discussion with exhibits of each of the
CSCSC categories. These discussions should briefly describe the
contractor's management control systems compliance with the CSCSC
while highlighting problems found during the readiness assess-
-ment. This report provides useful background information to the
demonstration review team and is used as a formal vehicle to
identify problems needing rectification by the contractor prior
to the demonstration. It can also serve as a basis on which to
build the demonstration review report. The report is issued by
the team chief to the DOE project manager and the contractor.
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SUBJECT:

T0:

Enclosed are the team member a551gnments [Flgure 71 and the agenda
[Figure 8] for the (contractor) CSCsC Readiness Assessment scheduled for
(1nclu81ve dates) .

SAMPLE MEMORANDUM WITH TEAM ASSIGNMENTS FOR
READINESS ASSESSMENT :

 (DATE)

CSCSC READINESS ASSESSMENT TEAM ASSIGNMENTS
(Contractor and Locatlon)

(Key Team Members)

Name) .

Each member should thoroughly study the CSCSC and pollcy, especially

in his or her area(s) of responsibility, contained in the DOE Cost and
Schedule Control §y§tems Criteria for Contract Performance Measurement,
Implementation Guide. Adequate preparation will contribute to an
effective and thorough assessment.

Questions on thekReadiness‘Assessment may be directed to (Team Chief

- {e)

Figure 6. Team Assignment Memorandum ~
Demonstration Review

The demonstration review should follow the readiness assessment
as soon as practicable. Its duration will depend on the contract
value, the scope of work, contractor 1ocations, etc. Normally,
demonstration reviews are from 1 to 2 weeks in duration. The
purpose of the review is to examine the contractor's systems in
operation in order to substantiate CSCSC compliance. For this

purpose, the contractor's systems procedures, worklng papers, and

reports should be reviewed and appropriate managers interviewed.
The contractor should provide the necessary documentation to

facilitate the team's in-depth analysis. The contractor's man-
agement control systems description should be current, and appli~

cable operating procedures should be available at the contrac-

tor's operating levels. Operating procedures should delineate
the respon51b111t1es, limitations on action, and internal author—
1zat1ons‘recu1red to perform contract work ~

The contractor is respon31b1e for'demonstrating to the review

team how the management control systems are structured, how they

‘<‘are~USedein actual operation, and how they comply with the CSCSC.

II-6



TEAM MEMBER ASSIGNMENTS
READINESS ASSESSMENT OF

(Contractor)

II.

III,

{Date)

Review Director - (Name and Organization)

Team Chief - (Name and Organization)

Area of Responsibility

A.

Total Project

1.  (Name and Organization)

Contractor Functional Organizations"

1. (Name and Organization)

Scheduling

1. - (Name and Organization)

Accounting

1. (Name and Organization)

Revisions

1. (Name and Organization)

Figure 7. Team Member Assigmmient List

The review director and team chief ‘are responsible. for estab-

lishing and explaining the review methodology. The team should
use the criteria checklist and formats (Attachment 2) for assist-

ance in completing an orderly, comprehensive, and conclusive

review. A summary description of an evaluation of a contractor's

system for purposes of initial validation or acceptance is
described in Attachment 4. The team should employ sampling

techniques, since it may be impractical to review entire areas or

interview every manager. Figure 9 shows the typical flow of

activities in the review process. This may be modified to accom-

modate the circumstances of the specific review,; -Figure 18,

shows a typical schedule for the collection and analysis of data

and for the preparation of the demonstration review report.
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READINESS ASSESSMENT -AGENDA

MOMNDAY :
8:3¢  Team meeting
9:30 Contractor's btiefing
11:00 Determination of contractor personnel (e.g., cost‘account man-
agers, functional managers, program management representatives)
~ to be interviewed. Set up interviews.
lZ:Qﬁ | Lunch |
1:00 Familiarization with contractor documentation
4:00 Team meeting to review progress and plan follow1ng day
‘ activities :
TUESDAY:
8:30  Interviews
12:99 - Lunch
1:00 Interviews
4:00 Teem meeting to review progress and plan following day
activities
WEDNESDAY :
8:3¢  Documentation of flndlngs, draftlng report, and preparatlon to
~ brief contractor
4:00 Brief contractor
5:00  Team departure
Flgure 8. Readinese‘Assessment Agenda
(d) Demonstratlon Rev1ew Report k

The demonstration review report is prepared during the review
under the guidance of the team chief, who is responsible for its
preparation. Team members prepare their sections progressively

I1-8
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EAFORMED TO MANAGERS
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SOURCE
DOCUMENTS

Figure 9. Demonstration Review Process




Team meetlng £

Contractor brleflng on management control system

“Site tour

Review contractor documentation, determlne 1nterv1ews
with cost managers, functional managers and senior

management, Set up 1nterv1ews.
~ Days 2-6 Team members meet to coordlnate day s activities
o Interviews
Team meeting to rev1ew progress and document findings.
Days 7-9 Draft individual sections of report
‘ - Consolidate draft reports, smnnarlze f1nd1ngs, prepare
for brleflngs
Day 10 Meet with DOE/contractor management for brleflng
‘  Finalize draft report :
Team departure
Figure 10. Typ1cal Cscsc Demonstratlon Rev1ew Schedule

(e}

“throughout the course of the review for submission to the team
- chief, who conciliates or resolves contradictions as the review

 the contractor and full compliance is achieved.

progresses, ensures that exhibits are complete and style is
consistent, and maintains the completed report in a draft status
until appropriate corrective actions, if needed, are adopted by

- The final report
is then submitted to the review director at the conclusion of the
review, or as soon after as is practicable. Attachment 5 dis- ;
cusses the format and content of the report.

The demonstration review report is the basis for validation of
the contractor's management control systems by DOE. After pro-
ject management review, the report will be forwarded to the DOE
CSCSC. Focal Point for review. Final approval of the report is
made by the Office of Project and Facilities Management. If a
DOE management visit to the contractor is planned, release of the
report to the contractor should not occur until durlng or after
the visit (see paragraph A 3 below)

Correctlve Actions

If the contractor's systems or portions thereof are determined

not to be in compliance with contractual requirements, corrective
actions must be initiated by the contractor. Areas that do not
comply, and that must subsequently be re-examined, must be clearly
identified to the contractor. A date for review of corrective
actions to determine their acceptability, will be agreed upon by

1I1-10




the contractor and review director. This review should be con-
ducted as soon after the demonstration review as possible, con-
sidering the time required to complete the required corrective
actions. It should concentrate on those areas that were deter-
mined to be inadequate during the demonstration review.

(f)  Subcontracts

When mutually agreed to by DOE project management and the prime
contractor, CSCSC may be applied to selected subcontracts. These
subcontracts should be identified in the prime contract. When
the CSCSC are applied and the prime contractor reviews and
accepts the subcontractor's management control systems, the prime
contractor should provide the subcontractor with a written state-
ment documenting the acceptance. Review of a selected subcon-
tractor's management control systems may be performed by DOE in
coordination with the prime contractor when requested by either
‘the prime contractor or subcontractor. DOE will follow the same
procedures in conducting subcontractor reviews that are used
during prime contractor reviews.

validation

After the contractor has successfully demonstrated systems operation,
DOE management representatives (e.g., the Director of Project and

. Facilities Management and the project manager) may visit the contrac-

tor's facility. If such a visit is planned, it will precede the
formal validation of the contractor's management control systems. It
provides an opportunity for the contractor to present an overview of
the systems operation, and for responsible DOE management represen-—
tatives to emphasize the need for contractor management commitment to
system maintenance. The review director and team chief plan this
visit, coordinating its schedule with involved DOE and contractor
participants. :

The review director will coordinate preparation of a validation letter

- with involved DOE activities.  The letter should be signed by the

field office manager, and should be delivered to the contractor during
the above mentioned visit along with a certificate of validation. A
sample of such a letter is provided in Figure 11. A sample Certifi-
cate of Validation is shown in Figure 12. This letter. is not contrac-
tually binding. The OCO must officially notify the contractor that,
as a result of the review and the subsequent validation:letter, the
contractor's management control systems comply with the CSCSC pro-
visions set forth in the contract. An MOU, referencing the description
of the validated systems, may be executed relative to the application
of these systems to other DOE contracts which require compliance with
the CSCSC.

Validation of the contractor's management control systems is not
intended to inhibit continuing innovations and improvements to the
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(DATE)

Corporate Official's Name , I
Corporate Title
Organization Name
Organization Address

Dear (Corporate Official's Name): gt |

It is my pleasure to inform you that the (Organization) has
satisfactorily demonstrated that its management control systems,
as described in (insert title of the contractor's Management
Control System Description), dated (insert document date),
comply with the DOE Cost and Schedule Control Systems Criteria
(CSCsC) for Contract Performance Measurement,

(Organization) should continue to operate the systems, as demon-
strated, on DOE Contract No. (insert contract number), in order
that the systems may be applied to other DOE contracts that
include CSCSC requirements. Recognizing that the systems must
be dynamic to meet changing business needs, we encourage the
development and implementation of innovations and improvements
to your systems.

You, your staff, and the personnel of (Organization) are to be
congratulated on your achievement of implementing management
control systems that meet the DOE CSCSC. I am confident the
resulting benefits of this effort will be mutually rewarding.

Sincerely,

DOE Official
DOE Title

Figure 11. Sample Letter of Validation

systems. However, contractors are contractually obligated to maintain
the systems in the validated state (see also paragraph IV.A.l). Con-
tractor proposed changes to validated management control systems will
be submitted to the CCO as mutually agreed. The contractor should be
encouraged to establish a surveillance effort to periodically and
systematically review systems operation. Project management, together
with other appropriate organizations, should also establish a formal
surveillance program, as described in Chapter III. Indications that a
contractor's systems are failing to comply with any part of the CSCSC
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United States
Department of Energy

having demonstrated its management control systems to the
Department of Energy in accordance with the Cast and
Schedule Control Systems Criteria in DOE Order 2250.1A.

Assistant Secrutary
Management and Adminpistyation

Figure 12. Certificate of validation




can be the specific reason for a project management review and may
result in the revocation of systems validation. Discrepancies dis-
covered as a result of surveillance should be corrected immediately or
appealed to the DOE CSCSC Focal Point,

Subsequent Application Review

(a): - Basis

The: subsequent application review is the means by which DOE
assures that a contractor is using validated management control
systems properly on a new or follow-on contract. This review is
not as comprehensive as a demonstration review, but it is of
equal importance to continued success of DOE's contract perform-
ance measurement objectlves.

A31de from assurlng proper systems 1mplementatlon on the new
.contract, the prOJect management group responsible for the new
contract can gain greater understanding and insight into the
contractor's operations. This familiarity with the contractor's
internal systems and reporting procedures will aid in under-
standing and analyzing the contractor's reports submitted to DOE
as contractually required in compliance with DOE Order 1332,1A.

A subsequent appllcatlon review will be performed when°

o A DOE contractor or subcontractor is contractually required
~ to apply the CSCSC and is using previously valldated
systems; and ;

o A DOE contractor proposes to extend the application of the
: validated systems to organizational elements within the
corporate or division structure other than those for which
the systems were originally validated.

Project management, in conjunction with the DOE CSCSC: Focal
Point, will determine the scope and extent of the review,
- considering such factors as: :

0 Current and prior experience of other Government agencies
requiring CSCSC compliance by the contractor;

0  The extent to which major revisions or cumulative revisions
have been made to validated systems such that the current
- systems description varies materlally from the originally
valldated document,

o The extent to which the new contract scope dlffers from the
originally demonstrated contract, e.g., original contract
had small material dollar value whereas the new contract
“includes large materlal dollar value;




(c)

0 The extent to which the new organizational element differs
from the one that originally implemented and demonstrated
the validated systems; and

0 Assessment of available surveillance records.
Preaward Process

An offeror proposing to apply validated systems may satisfy the
CSCSC requirements of the solicitation by citing in the proposal
either the formal notice of validation or the MOU by which the
contractor agreed to apply the validated systems to subsequent
contracts requiring the CSCSC.

When a prospective contractor's proposal indicates the applica-
tion of validated systems to a pending contract, project manage-
ment should inform the DOE CSCSC Focal Point. Based upon infor-

‘mation available from the contractor's proposals, available sur-

veillance information, and other CSCSC experience with the given
contractor, a determination will be made by project management
and the DOE CSCSC Focal Point concerning the need for a' subse-
quent application review.

Review Conduct

The review is conducted by project management and DOE representa-
tives identified by the DOE CSCSC Focal Point. The DOE CSCSC
Focal Point will coordinate selection of the review director and
team chief with the project manager.

The purpose of the subsequent application review is to review the
contractor's systems in operation on the new contract to deter-
mine whether the systems, with approved changes, have been
applied properly.  The review should focus particularly on the
planning, budgeting, and scheduling of the new contract work; the
establishment of the performance measurement baseline; external
report gerieration; and systems discipline: (i.e.,; adhéerence to
procedures, current managers' knowledge of systems operation,
accuracy of internal authorization documents, etc.). Personnel
of a new project management organization may be involved, giving
them the opportunity to learn and understand the contractor's
systems and to establish communication channels with key contrac-
tor personnel.

After contract award and prior to the review, the team should

examine the systems description, the demonstration review report
upon which the previous validation was based, and reports, if
any, of prior subsequent application reviews.

The subsequent application review is normally conducted within 9¢
days after contract award. The team size and review duration
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should be minimized. Usually, a 3-day visit to the contractor's
facility by a small, select team is sufficient. When major
discrepancies exist, a follow-on visit will be required to review
the corrected areas. In these circumstances, the contractor
should provide a corrective action plan and schedule in advance
of the return visit. G

a conc1se report covering findings, problems, recommendations,
and conclusions will be prepared by the review director; copies
will be submitted to the prOJect manager and DOE CSCSC Focal
Point. Project management will request the cognizant contracting

_ officer to off1c1ally notify the contractor of the subsequent

application review results and the correctlve actions requlred,
1f any.

5. Modlfled Imglementatlon

Except as noted below, a modlfled 1mplementatlon follows the same
guldellnes as a Cscsc full 1mplementat10n°

(a)

Preaward Act1v1t1es

1f an offeror proposes management control systems used prev1ously

_on another contract that included modlfled CSCSC requirements,

that contract should be identified. Similarly, if an offeror
proposes to use systems previously validated, the contract under

which the systems were validated should be c1ted in the proposal.
In either case, a systems description, tailored to the modified

implementation requirements, should be a part of the offeror's
management plan for the proposed contract. Proposal evaluation
follows the same process as for a full 1mplementat10n of the

CsCsC (see paragraph A.l).

Vlslts/ReV1ews ;

Follow1ng evaluatlon of offerors proposals prlor to contract
award, and soon after receipt of the first reports, an implemen-

tation visit will be made to the selected contractor's facili-

ties. If necessary, a preacceptance review may also be conducted
for further observation of the contractor s systems prior to the
acceptance rev1ew. ~

Prior to any ViSit, project‘management should familiarize the

selected representatives with the modified lmplementatlon
requirements. Following a successful acceptance review, the team
will prepare the acceptance review report (Attachment 5) stating

_that the contractor systems are in compliance with the modi-

fied implementation requirements. Project management should then
notify the Office of Project and Facilities Management through

the cognizant program office, prepare and send the letter of
acceptance to the contractor (Figure 13), and request that the

CCO notify the contractor that the systems are accepted.
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CONTRACTOR PROJECT MANAGER NAME:

CONTRACTOR NAME:

CONTRACTOR ADDRESS:

Dear Contractor Project Manager (Name) ,

It is my pleasure to inform you of the acceptance of your management control
systems by the (insert project's name) project office for the work being
done on contract (insert contract number). These systems as described in
(insert title of the contractor's Systems‘Description) dated (insert date)
satisfy the (insert project's name) requirements for a modified implementa-
tion of the Department of Energy's Cost and Schedule Control Systems

Criteria.

It is expected that (insert appropriate contractdr designation) will con-=
tinue to operate the management control systems as accepted for the dura-
tion of the contract. Recognizing that oppértunities for systems enhance-
ment will occur as experience is gained in their operation, we encourage

the development and implementation of innovations and improvements to your

systems.,

You, your staff, and the personnel of (insert appropriate contractor
designation) are to be congratulated on your achievement. I am confident

the resulting benefits of the effort will be mutually rewarding.

Sincerely,

(Insert Name of DOE
Project Manager)

(Insert DOE Project Name)

Figure 13. Suggested Format For Letter of Acceptance
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(c) Subsequent Application

A contractor's proposal for a contract with modified implementa-
tion requirements may include management control systems that
have been previously accepted or validated. The contractor would
be required to submit a Systems‘description as part of the pro-
posal, and could cite their use on a previous contract. Partici-
pants in the source evaluation process will review the systems
descrlptlons, CWBS, and baseline plans based on the partlcular
requ1rements of the contract under consideration. ~

Subsequent to contract award and subm1531on of the flrst reports,
a project management team should visit the contractor to clarify
DOE understanding of the contractor's systems in operation. Par-
ticipants in this visit should be from the project office and
other DOE organlzatlons w1th contract performance interests and
responsibilities. L L

Following the visit, a report will be prepared by project manage-
ment and copies submitted to the project manager and the DOE '
CSCSC Focal Point. After any required correction action, and any
further necessary reviews, project management will request the
CCO to notify the contractor that the modified implementation of
the CSCSC has been satisfied and will so notify the Office of
Pro;ect and Fac111t1es Management.

B.  REVIEW TEAMS AND MEMBERS

l.

Selection Process

Review of the contractor's systems implementation is performed by DOE
review teams. These review teams are selected through a coordinated
process which is generally led by the appropriate DOE field focal
point, but may, as individual circumstances warrant, be led by the DOE
C8CSC Focal Point or the project manager. Team members are selected
accordlng to their level of expertise in CSCSC and in the specific

engineering, technical, or special aspects of the contract undergoing

CBCSC review. In most cases, the individual DOFE officer who is coor=-
dinating the selection of team members will also be the review direc-
tor. A sample memorandum which may be used to formally establish the
full CSCSC review team is provided in Figures 14 and 15. In the
example, the DOE CSCSC Focal P01nt w1ll be the review dlrector.

The number of personnel on the full team rev1ew, team member qua11f1-
cations, and office representation depend on the type of CSCSC imple-

mentation, contract value, contract characteristics, project manage-

ment and field office resources. Team membership should include one
or more representatives from project management, the CCO, and the
cognizant auditor. At least one representative from each of these
offices should be identified as key members, based on demonstrated
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(DATE)
SUBJECT: SELECTION OF FULL. DOE:CSCSC' REVIEW. TEAM MEMBERS

TO: {Individual Concerned):

You - have . been selected to be a member of the DOE Cost: and Schedule
Control Systems Criteria (CSCSC) Review Team for (enter Project Name,
Contractor, and Location) in the capacity indicated on the:attachment.
This memorandum confirms previous coordination with your organization
regardlng your selection. ~

This review team has been formed to evaluate (enter Contractor's Name)
implementation of the CSCSC requirements under contract number (enter
Contract Number). The team will: (1) evaluate the contractor's
management control systems and prepare reports -and recommendations. on
the adequacy of the systems in meeting the requirements, and (2) recom-
mend (enter validation or acceptance) or rejection of the contractor's
systems. The team will be organized by criteria category.

Team members will meet to perform their duties at the reqﬁest of the: team
chief, Team member duties are outlined in the CSCSC Systems Review/
Surveillance Guide,

Details concerning future review activity, such as the dates of your par-
ticipation, your specific assignments, and administrative matters, will
be forthcomlng.

DOE CSCSC Focal: Point

Office of Project and Facilities
Management, DOE

Figure 14. Sample Memorandum Selecting CSCSC Review Team Members

experience ‘and professional judgement. Reviews prior to the demon-
stration/acceptance review will normally be conducted by only the key
team members. Key team members may be designated as group leaders,

2. ~Member Qualifications
Normally, team members should have both knowledge of the CSCSC and
“prior review experience in addition to possessing one or more of the
following general qualifications:

o] Knowledge of the technical content of the project or contract;
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II.

111,

FULL TEAM MEMBER ASSIGNMENTS

FOR _(CONTRACTOR NAME AND LOCATION)

Review Director - (Name and Organization)

Team Chief - (Name and Organizatibn)
Team Members by Area of Responsibility
A, Qrganizatibn

l.

2.

B. Planning and Budgeting

1.

2.

C.  Accounting

: l ®

2‘

D.: Analysis

1.

2.

E. Revisions and Access to Data

l.

2.

14

14

¥

e

Group Leader

Group: Leader

Group Leader

Group Leader

Group Leader

Figure‘lS. Attachment to Team Member Selection Memorandum

0

kKnowledge of the processés‘(for example,,design, manufacture,
construction, etc.) that will be used to produce the contract end

item;
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o] Knowledge of the principal engineering design and test require-~
ments of the activity under review;

o General industrial engineering/ptoduction control: background;
o Accounting/auditing knowledge;

o ' Project planning and control expe:ience;

0 Management analysis/cost/pricékanalysisyexperience;

o] Contract negotiation or admihistration experience;

o Material control/inventory control/logistics experience;

o 'Cbnfiguration management experience; or

o  Systems engineering experience.

An individual can best achieve specialized training in application of
the CSCSC by participation on a review team while working with more
experienced team members. The Office of Project and Facilities Man-
agement maintains a computerized CSCSC management information system
providing lists of CSCSC review activities as well as lists of DOE and
contractor personnel engaged in CSCSC applications.  Review team per-
sonnel profiles are maintained indicating the individual's general
experience, formal training in performance measurement and allied
areas, and a listing of reviews on which he or she has been a team
member.  For each review the name of the project, contractor, dates,
review type, and area of responsibility are listed. CSCSC focal
points and project management are welcome to use this information in
structuring experienced teams.

Mamber Training

Successful evaluation of a contractor's management control system is
achieved by having a knowledgeable experienced team. It is desirable
that members receive specialized training dealing with management
concepts and contract performance requirements prior to participation
on a team. Several courses are offered by both Government and private
industry on understanding management control systems concepts and
procedures. Courses in project management including management con-
trol systems are offered by the U.S. Department of Energy. The Defense
Systems Management College, Fort Belvoir, VA; the Air Force Institute
of Technology, Wright Patterson Air Force Base, OH; and the U.S. Army
Management Engineering Training Activity, Rock Island, IL; conduct
CSCSC training courses for Government and contractor personnel. The
DOE CSCSC Focal Point maintains a list of seminars currently offered
commercially. This formal training may be supplemented by on the job
training to ensure the fullest comprehension of the tasks to be per-
formed.
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Organization

There are three approaches to organizing the CSCSC review team. Teams
can be organized by the CSCSC categories, the contractor's organiza-
tion or a combination of the two. The most common approach to team
organization is to assign each of the five criteria categories to
specific groups of one or more team members. Figures 14 and 15 illus-
trate this approach. Each group reviews the contractor systems docu-
mentation and operation throughout the entire contractor organization.
They assess and report on contractor organization compliance with the
requirements of the assigned category. However, contractor organiza-
tions are not structured to accommodate this CSCSC oriented team struc-
ture. As a result of the matrixed responsibilities, each team group
must review a portion of the system documentation and operation in

- each contractor functional organization. This approach facilitates

report preparation since the report must be structured around the
CSCSC. An example of team organization based on the CSCSC categories
is shown in Figure 15.

Alternatively, the review team may be structured to parallel the

contractor's functional organization. In this case, each team group

must review system documentation and operation relative to every one

of the CSCSC. Findings of each team group must then be merged to

produce a CSCSC structured report. This approach is often modified to
assign specific team members to the two CSCSC areas of Accounting and
Revisions and Access to Data. An example of team assignments based on
such a modified functional approach to a review is shown in Figure 7.

The basis for these assignments is the Criteria Checklist as annotated

in Attachment 2.

The matrix organization approach with the contractor organized func-
tionally and the review team organized around the elements of a pro-
duct oriented work breakdown structure (the report structure) often
facilitates conduct of the review at minimum cost by reducing the

breadth of experience and expertise required of all team members.

Duties and Responsibilities

ta) ReView Director

 The review director is a representative of the DOE CSCSC Focal
Point, appointed by the Office of Project and Facilities Manage-
ment in coordination with the project manager. As the technical
advisor to one or more review teams, the director is responsible
for assuring that the review of a contractor's management control

- systems is consistent with DOE policy for CSCSC use and applica-
tion. The review director will possess a high level of technical
competence and responsibility by having completed appropriate
training courses and having served as a team chief and/or team

~ member on other reviews. The responsibility for the continuity
of planning and direction from contract award through initiation

11=22




CQ

of surveillance rests with the review director, who also serves
as the CSCSC technical: advisor during the source evaluation
process and as an advisor to the team in field activity. Addi-
tionally, the review director has overall responsibility for
interpreting CSCSC policy and requirements, for solving problems
arising during a review, for maintaining liaison with the DOE
CSCSC Focal Point, and for ensuring that the review is accom-
plished in a professional manner and that the team members con-
duct themselves at all times in a manner that will reflect credit
upon DOE. Detailed duties and responsibilities are listed in
Attachment 6. '

(b) Team Chief

The project manager, in coordination with the Office of Project
and Facilities Management, appoints.the team chief as his repre-
sentative in the review activity. Responsibilities of the team
chief include the day-to-day team activities during the evalua-
tion of the contractor's management control systems. The team
chief should have completed appropriate training courses and
served as a member oOn one Or more review teams. The team chief
provides the primary interface between the team and the contrac-
tor. Resolution of discrepancies is the team chief's responsi-
bility. Duties and responsibilities of the team chief include
organizing: the team, arranging team logistics and facility
access, planning, monitoring, and controlling interviews:and
other activities, and keeping the contractor- informed on review
progress and results, including discrepancies. Detailed duties
are listed in Attachment 7. :

(c)  Team Members

Individual team members are responsible to the team chief for a
detailed evaluation of the contractor's management control sys-
tems within their assigned area. Their responsibilities are
listed in Attachment 8.

(d) Key Team Members

In some cases, a key team member may be assigned additional
responsibilities as leader of a group. In this capacity, the
team member directs the group effort and performs as an interface
between the team chief and the group. This arrangement takes
advantage of the member's expertise and minimizes the administra-
tive load on the team chief.

REVIEW OF SUBCONTRACTOR'S SYSTEMS.

Subcontracts, excluding those that are firm~fixed-price, may be selected
for CSCSC application by mutual agreement between the prime contractor and
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the project manager on the basis of dollar value and/or criticality of the
subcontract.  Subcontracts selected should be identified in the prime
contract.

lQ

SURVEILLANCE REVIEWS

Conditions

Responsibility

When a subcontractor is contractually required by the prime contractor
to comply with the CSCSC, review of the subcontractor's management
control systems is the responsibility of the prime contractor, as a
part of subcontract management. The DOE: function normally is limited
to evaluating the effectiveness of the prime contractor's management
of the subcontract. However, there may be occasions when a prime
contractor will request DOE assistance to perform or assist in per-
forming limited or complete CSCSC review activity.

The CCO. should make arrangements to provide such review assistance
only when it would be in the best interest of DOE to perform this
prime contractor responsibility. Generally, such assistance should be
provided only when: ‘ L ~

o) The prime contractor is unable to accomplish the required reviews
because it would jeopardize the subcontractor's competitive posi-
tion or when proprietary data are involved; or

o The business relationship between the prime contractor and sub-
contractor is not conducive to independence and objectivity, as
in the case of parent-subsidiary companies, or when prime and

subcontracting roles of the companies may, at times, be reversed;

or : : ~

o0 The subcontractor is sole source and the subcontract costs repre-
sent a substantlal part of the prlme contractor costs.

Surveillance of the operation of the contractor's management control sys-
tems continues after validation or acceptance. Surveillance may include
formal reviews. A formal surveillance review is conducted in much the same
manner as a review precedlng valldatlon/acceptance, except that it may
focus on selected areas, and may therefore require only a limited review
team.
Chapter III.

Planning for survelllance reviews is discussed in: ‘more detail in
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A.

CHAPTER III

PLANNING AND PERFORMING SURVEILLANCE

OBJECTIVES OF SURVEILLANCE

The objectives of CSCSC surveillance are:

l.

To ensure that the contractor's management control systems
continue to:

(a)
(b)
(c)
(d)

Provide valid and timely management information.
Camply with the DOE CSCSC.
Provide timely indications of actual or potential problems.

Provide baseline integrity.

To ensure that the contractor's required external cost, schedule and
performance reports:

(a)

(b)

(c)

Contain information that is derived from the same data base as
that used by the contractor's management.

Contain explicit and comprehensive variance analyses including
proposed corrective actions in regard to cost, schedule, techni-
cal and other problem areas.

Contain information that depicts actual conditions.

SCOPE OF SURVEILLANCE

CSCSC surveillance consists of the following activities:

1.

2‘

3.

Understanding the contractor's management control systems.

Monitoring the contractor's implementation of the management control
systems on the applicable: contract.

Monitoring throughout the life of the contract the continuity,
consistency, reliability, and effectiveness of the systems in
operation. This activity includes the following:

(a)

(b)

(o)

Assuring that the validated/accepted systems are in fact being
used in the management of the project.

Evaluating changes to the validated/accepted systems to ensure
continuing compliance with the CSCSC.

Conducting periodic systems reviews, evaluations, and testing to

ensure that the quality of the management control systems is
maintained.
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(d) Informing the contractor of any uncorrected deficiencies which
affect overall ‘acceptability of the contractor's management

control systems, and requesting that corrective actions be
initiated.

(e) Providing reports to the CCO, cognizant auditor and project
management as outlined in the surveillance plan.

4, Assuring that contractor 1nternal and external reports identify
current and potential problems.

5. Reviewing, evaluating, and processing external contractor performance
measurement reports.

6. ' Monitoring the contractor's correctlve actions requlred as a result of
CSCSC surveillance.

7. Coordinating appeals concerning discrepancies to the DOE CSCSC Focal:
Point if the contractor disputes recommended corrections of deficien-
cies.

PLANNING FOR SURVEILLANCE

Familiarization with the contractor's systems and planning for their sur-

~veillance begins prior to the award of a contract containing the CSCSC

requirement. Initial reviews ensure that the contractor's implementation
of the management control systems proceeds satisfactorily to validation or
acceptance, and highlight any obvious systems deficiencies. After systems
validation or acceptance, systems surveillance assures that the systems are
being operated reliably and effectively throughout the life of the con-
tract. Planning will ensure that a rational, efficient and effective

approach will be used for monitoring the contractor's implementation of the
cscse,

1.7 Surveillance Plan Description

The main purpose of the surveillance plan is to provide an organized
set of guidelines for use in performing CSCSC surveillance. Primary
considerations in the preparation of the surveillance plan are the
specific systems to be monitored, the requirements of the project
manager, and the availability of personnel.

The surveillance plan should describe the purpose and objective of
‘surveillance, provide a list of reference documents, and identify
required recordkeeping and reporting. It should define organizational
and individual responsibilities, and provide general procedures for
planning and conducting surveillance. It should provide detailed
procedures tailored to the contractor's systems, addressing each sub-
system or surveillance area. The plan should not be so rigid as to
result in routine mechanical surveillance. Instead it should be
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flexible and require periodic reevaluations to determine redirection
of emphasis necessary to meet changing conditions. It should provide
for adjustment in effort and shift of emphasis as the contract pro-
gresses. The plan should indicate the auditor's responsibility to
review the contractor's financial management systems. and perform other
surveillance activities.

A surveillance plan is prepared by the project office and should be
implemented as soon as possible. A suggested outline for a surveil-
lahce plan is provided in Attachment 9.

Developing the Surveillance Plan

Development of the surveillance plan is the responsibility of the DOE
project office. Discussions of the plan should be held with the
contractor and, if the CCO has no objection, a copy of the plan may be
provided to the contractor. The plan should be submitted to the
project manager, the cognizant auditor and the CCO for concurrence and
should be implemented as soon as possible after the demonstration/
acceptance review. The following should be considered in developing
the plan:

(a):  Contractor Management Control Systems

A detailed knowledge of the contractor's management control sys-
tems; - including relevant policies and procedures, is the neces-
sary starting point in the development of an effective surveil-
lance plan. Specifically, interrelationships, dependencies, and
control points must be understood. The contractor's systems
description provides the basis for such understanding.

{b) = Demonstration or Acceptance Review Report

The demonstration or acceptance review report is an excellent
source- of information concerning how and under what conditions
the contractor's management: control systems were validated or
accepted. The report presents a summary of the overall condition
of the contractor's systems and highlights areas requiring sur-
veillance emphasis at the review completion. ' The report can
“assist. in preparation of the surveillance plan.

(c) Project Manager Requirements

The surveillance plan should support the project manager's require-
ments with regard to systems operation. Project office represen-
tatives should establish a mutual understanding as to their
functional responsibilities, and the surveillance plan should

be written, or amended as necessary, to satisfy these require=
ments., ~
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(d)  Reports and Other Documents

The schedule, labor, cost, performance measurement, and technical
reports generated by the contractor in carrying out contract
performance should be considered as additional sources of 1nfor~
mation.

(e) Available Resources

In developing the surveillance plan, the project office should
consider the responsibilities requiring fulfillment, and the
expertise, capabllltles, and resources available for their ful-
fillment. The number of people and the functional expertise
required will vary based on the scope of the contract, the number
of contractor operatlng locatlons, and level of risk. ~

(£) Flex1b111ty

 The surveillance plan should be flexible to allow for change in
empha31s as the contract progresses, for response to special
requests, and for investigation of problem areas. Systems sur-
velllance and dlsc1p11ne should be empha51zed at the outset.

Flex1ble plannlng should prov1de assurance that the systems work
properly, that the contractor uses the systems to manage the ;
contract, and that no deviations not approved by DOE are being

 made by contractor personnel. Once this is accomplished, empha-
sis may focus on problem areas, variances, EACs, and data trace-
ability and analysis in consonance with the project manager's
requirements.

1 {(9) References

Prlmary references used in the development of the survelllance
plan are:

(1) This CSCSC Systems Review/Surveillance Guide;
(2) The CSCSC Implementation Guide;

(3) The Contractor's Management Control Systems Description;

(4) The Demonstfation/AcceptancekReview Report; and

(5) Sample surveillance plans.

 RESPONSIBILITIES FOR SURVEILLANCE

| 0SCSC surveillance requires participation and full cooperation of the

project office and the contractor. If surveillance is to be conducted
successfully, a spirit of mutual cooperation and proper rapport must exist
among all interested parties in their interactions. Each person involved
in surveillance should have an understanding of the intended evaluation
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methods of the other surveillance personnel. Coordination, periodic discus=
sions, and the exchange of ideas between all surveillance personnel is
encouraged to avoid duplication of effort. Discussion of the responsi-
bilities of participants in the surveillance function follows:

l.

CSCSC surveillance Monitor

The surveillance monitor has lead responsibility for surveillance of
the contractors systems. The surveillance monitor should be selected
on the basis of background and knowledge. The surveillance monitor
should be familiar with the contractor's management control systems,
and should possess the ability to relate contract and project per-
formance. He or she should assure that the data presented by the
contractor are valid, timely, and consistent with the contractor's
internal data. When possible, the surveillance monitor should have
participated in the systems demonstration/acceptance review.

The responsibilities of the surveillance monitor include, but are not

limited to:

o Assuring project office coordination with the CCO, cognizant
auditor, and contractor representatives in the preparation of the
surveillance plan to assure that the surveillance is performed in
a systematic manner;

o] Developing and executing the CSCSC surveillance plan to assure
continuity and consistency in the operation of the contractor's
systems;

o] Evaluating the effectiveness of the contractor's policies and
procedures, including their capability to allow for contract
revisions and yet maintain baseline inteqrity;

0 Selectively testing the contractor s cost and schedule data flow
and external performance measurement reports to determine
validity of reported data;

o Assuring that the cost performance reports and other Uniform
Reporting System (URS) reports submitted to the project office
are tlmely and accurate;

0 Evaluating cost and schedule performance variances that exceed the
thresholds established in the contractor's management control
systems;

o) Reviewing the application of management reserve budget and
bringing to the attention of the project manager and the CCO any
improper use or early depletion of a major portion of the manage-
ment reserve budget;
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o} AsSuring accurate and adequate files are maintained relative to
CSCsC surveillance;

o 'Actlng as the p01nt of contact in matters relatlve to CSCsC
surveillance within the prOJect offlce,

o Assuring that the CCO, cognizant auditor,iand project manager are
fully advised of the status of CSCSC surveillance and any major
problems pertalnlng thereto, ~

o Assurlng that the contractor s method of estlmatlng cost at
 completion is uniform and that causes for revised EACs and their
impact on the contract are Droperly explalned, and

o Preparing and submxttlng reports in accordance w1th the

survelllance plan.

1The ¢scsc survelllance moni tor should meet with approprlate personnel

to discuss items of interest and concern from prior review and sur-

veillance efforts and to plan the future effort. The surveillance

monitor will determine the scope, depth, and areas of surveillance

activities for any subsequent review. The contractor' s systems should
_be examined at least once during each 12-month period. This will

require evaluatlng all the important features and dlsc1p11nes of the -
contractor's systems, performing this evaluation in each major func-
tional group of the contractor's project organization, and performing
this evaluation in the most active areas of the CWBS. Specific
actions will be assigned to individual personnel as may be required
in preparatlon for the surveillance effort.

The ngnlzant Contractlng Offlcer

The CCO is theclnd1v1dual designated as the agent of the Government
responsible for assuring that the provisions of the contract are
complied with. As such, he or she must be kept apprised of the cost,
schedule, and technical performance, as well as compliance with CSCSC
and URS provisions of the contract. Spec1f1cally, the CCO is respon-
sible for providing assistance in systems reviews and contlnued Sys=~
tems surveillance thereafter,

Application of the CSCSC aids effective contract administration and
decisionmaking. For example, the monthly cost performance report
shows the cost and schedule status of the contract and highlights
significant cost and schedule variances and their probable causes.
The cost performance report data quantify the magnitude of existing
and potential problems and indicate cost and schedule trends for
estinating contract completlon costs. ‘

The respon51b111t1es of the cco 1nclude, but are. not llmlted t0°

o Forwardlng to the cogn1zant~aud1tor a list of all CSCSC reports
specified in the contract data requirements list which require
audit verification of financial data;
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o Reviewing contract costs and financial data;

0 . Evaluating the effectiveness of the contractor's change control
procedures and the method of controlling management reserve
budget and undistributed budget; and

o] Assuring that the contractor explains all significant cost and
schedule variances (i.e., those exceeding established thres-
holds), that the explanations are valid, and that proposed cor-
rective actions are feasible and reasonable.

Cognizant Auditor

The cognizant auditor is responsible for reviewing the contractor's
accounting systems, policies, and procedures and the financial data
contained in various reports, and for evaluating the effectiveness of
the contractor's financial policies and procedures, Each of these
areas, as well as others, are routinely reviewed as they affect all
Government contracts, whether or not they contain a CSCSC requirement.
Financial and cost audit policy is accompllshed in full coordination
with the OCO through reviewing the contractor's operation in its
totality. All activities which either contribute to, or have an
impact on, proposed or incurred costs of Government contracts are
identified and evaluated. Information reported to the surveillance
monitor may be derived from any aspect of the audit review.

The cognizant auditor normally has the following responsibilities:

o] Reviewing the contractor's accounting system for compliance with
the CSCSC and contract provisions, including verification that
there is consistency with related budgetlng and work authoriza-
tion systems,

o Determlnlng the accuracy and reliability of the financial data
contained in the cost management reports prepared from the
contractor's systems;

o Providing for the recurring evaluation of the effectiveness of
the contractor's accounting policies and procedures, and using
selective tests for the validity of: reported data;

0 Reporting any significant unresolved def1c1enc1es to project
management;
o] Incorporating the agreed to CSCSC surveillance procedures into

routine audits;
o] Advising the surveillance monitor regarding surveys of the opera-

tion of contractor financial and cost management systems, as well
as other audits which coricern systems operation;
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o} Verifying that cost accumulation and distribution practices
comply with appropriate DOE formal requirements and generally
accepted accounting practices;

o Verifying that material costs are recorded in accordance with the
validated or accepted management control systems; and

(e} Analyzing indirect cost control through evaluatlon of policies,
procedures, and data and adv151ng the prOject manager and CCO of
the flndlngs. ~

E.  PERFORMING SURVELLLANCE

1.

Prior to Systems Validation or Acceptance

DOE contract administration, including CSCSC surveillance, begins with
~ contract award to assure that the provisions of the contract are being

met. The project management personnel involved, as well as any on-
51te Government personnel, should become familiar with the contrac-

tor's management control systems and monitor their 1mplementat10n.

The examination of the systems and their outputs should emphasize
analysis of the systems' characteristics and 1dent1f1cat10n of fea-
tures not meetlng the cscsC. ‘

After System§ Validation or Acceptance
(a) Scope and Frequency of Reviews

“Surveillance should not become so involved in detail as to lose
sight of the overall purpose of management control systems, which
is to provide timely, accurate data to both contractor and DOE
‘Mmanagement personnel to aid in making decisions. The scope and
frequency of surveillance is dependent upon several circumstances
‘including the extent of the contractor's internal systems sur-
veillance, the contract value and duration remaining, prior sur-
veillance experience, the extent of risk, and the number of major
contract changes,

In order to maximize the visibility and the return for effort
expended, it is necessary to be aware of anticipated contract

~activity. The surveillance monitor should base the planned sur-
veillance schedule on areas with the highest anticipated rate of
activity or those with serious problems.ﬁ

Surveillance should be planned on an annual or more frequent
cyclical basis to ensure thorough coverage of ‘the major csese
cateqories and systems discipline. Cost accounts in each major
functional area should be reviewed in depth to assess the
adequacy of integration of all systems at the cost account level.
Surveillance of systems areas where major problems exist or are
suspected will necessarily be on an 1ndlv1dual basis, and should
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(b)

(c)

(d)

focus on whether or not the contractor has properly identified
the problem and its cause(s), correctly assessed the impact of
the problem, and addressed the pertinent issue(s) in the proposed
corrective action(s).

Résolved Issues

Resolved issues should be reopened only if it is believed that

performance measurement is being significantly distorted. To |
avoid reopening resolved issues to the extent possible, consid-
eration should be given to the information available in reports
and files pertaining to systems validation or acceptance.

when a subcontractor is contractually required by the prime
contractor to comply with the CSESC, surveillance is a basic

_responsibility of the prime contractor to perform as part of the

total management of the subcontract. The CCO function normally
is limited to evaluating the effectiveness of the prime contrac-
tors subcontract management.  However, there may be occasions
when a prlme contractor will request DOE assistance to perform or
assist in performing limited or complete CSCSC surveillance.

'Such support administration is not to be construed as a discharge

of the prime contractor's contractual obligations and basic
responsibilities to manage the subcontract. Normally, if DOE has
assumed total or partial responsibility for CSCSC review of the
subcontractor's systems, this responsibility would continue

‘during surveillance (see paragraph II.D).

General Approach

During surveillance of the contractor's managemeht control
systems, the following functions should be performed:

(1) Evaluation of thekManagement Control Systems

Review the contractor's practices to assure they are in
consonance with the validated or accepted systems descrip-
tion and to determine if management utilization of systems
and data is appropriate. In the course of surveillance, the
team should be continually alert to contractor practices,
procedures, and systems that do not meet the CSCSC.

In addition, the surveillance team should always be con-
cerned that the systems descriptions accurately describe the
systems and should be vigilant for any deviations from the
systems described. Such deviations should be brought to the
immediate attention of the contractor and resolved in accord-
ance with the procedures in paragraph IV.C.2.

Since each contractor's management control systems are unique
and must be evaluated according to the existing situations,
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(2)

(3)

contract requirements, etc., general surveillance techniques
have been provided in Attachment 9 to be used in evaluating
the adequacy. of the management control systems in operation.

Evaluation of System Changes

The surveillance monitor must be made aware of all changes
to the contractor's systems. Proposed changes should be
evaluated for compliance with the CSCSC, impact on the
integrity of the systems, affect on contractual provisions,
and the cost and benefit of implementation. They should be
evaluated to determine their acceptability and to allow for
rapid implementation, if approved. The purpose is to
approve those changes which are in compliance with the CSCSC

and which may improve contract visibility in a cost effec-

tive manner. Approved changes should be 1ncorporated into
systems descrlptlons and actual practlce in an expedltlcus
manner.

Changes to management control systems may affect many areas.
For example, format changes, modification of methods and
standards, computer program changes, and changes in budget
priority could affect the rellablllty of data inputs and
outputs. In addition, changes in BCWP calculation methods,
variance analysis thresholds, and EAC updates could affect
the results of contractor variance analysis. Such changes
could directly affect the data on. which management decisions
are made. ~

Verification of the Data Base and of Systems Discipline

The validityeand traceability of the Contractor's cost and

~ schedule data flow should be evaluated. By comparing the
-~ cost performance‘reports with other appropriate internal and

~ external reports, it is possible to ascertain the accuracy

(4)

of the contractor's data base and the discipline of both the
contractor's management personnel and the management control
systems involved. 1In addition, by tracing the cost and
schedule data flow, the surveillance team can determine
whether all applicable subsystems related to cost, sche-
dule, and technical control are 1ntegrated and use the same
data source. e :

Verification and;Recoﬁciliation of Data

Contractor reconciliations of appropriate cost data should
be verified periodically to assure that data presented in
various external reports and documents are valid, reconcil=-
able, and traceable to other external reports and to the
internal data base. Differences isolated in the data must
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be explained. . The mechanics: of the contractor's procedures
for reconciling data should be reviewed' in the early stages
of surveillance. After obtaining assurance that reliable
procedures are consistently followed, such verifications
should be required less frequently. The depth, intensity,
and frequency of reconciliations will be influenced by such
factors as the relative importance of the data, past relia-
bility of contractor reports, the degree of stability or
change existing in the contractor's organization and past
surveillance experience.

F.  SURVEILLANCE RECORDS AND REPORTS

1.

2.

Records

The project manager will assure that the surveillance efforts are
documented and maintained as part of a chronological record of the
contract. A surveillance file will be established to contain all
pertinent data and information regarding surveillance. The file
should ‘include areas reviewed, findings, actions taken, and results.

A chart of the type shown in Figure 16, may be prepared and maintained
by the surveillance monitor. Use of this chart will provide a his-
torical summary which gives an overview as to which surveillance
areas were reviewed in various functional areas of the contractor's

‘organization. - Reviews of such summaries should be undertaken period-

ically to ascertain that the proper areas of surveillance. ate being
emphasized and that no surveillance areas or functional elements are
being either unduly neglected or overemphasized.

Rggorts

The surveillance plan should identify all desired surveillance reports,
their distribution, and general contents.. Normally, these reports
should be limited to periodic descriptions of surveillance activity
and evaluation of appropriate contractor reports, However, provisions
for any special reports, such as problem analysis reports, may also be
included. CSCSC surveillance reports should be forwarded to the
Office of Project and Facilities Management and the cognizant auditor.
Additional distribution, such as to the contractor, should be listed
in the surveillance plan.

The CSCSC surveillance monitor should prepare the report documenting
surveillance activities and results. The overall report should
include an intact copy of appropriate reports from the cognizant
auditor which contain reported deficiencies or recommendations per-
taining to CSCSC surveillance. Significant findings or observations
made by the surveillance monitor will be forwarded to the project
manager for information, guidance, or action. Sufficient samples of
significant data items should be evaluated to assure that contractor-
prepared data are timely and accurate and that they reflect actual
conditions.
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~ CSCSC SURVEILLANCE SUMMARY REPORT

Contractor e Review Date : o Moni tor
o : ]

Functional :
Olﬂgami:yzartion"i
Element

Area of

Surveillance

Organizatidn'

Planning and Budgeting

Accounting

ZI-III

Reports/Analysis ff‘

Revisions and Access to Data

Indirect Costs'

System Discipline ~‘

Figure 16. Suggested Format for CSCSC Surveillance Summary Checklist




Surveillance reports should provide clear statements of the scope of
their review and any deficiencies noted, together with recommendations
for their correction. Comments should also be provided regarding the
results of discussions with the contractor's representatives on defi~
ciencies disclosed. The report should be forwarded to the CCO and the
project manager with sufficient copies for further distribution. To
ensure that all pertinent data have been considered, the audit
findings and recommendations should be discussed with the CCO- and the
project manager and, when appropriate, with the contractor prior to
issuance of the report.

II1-~13




CHAPTER IV

RELATED METHODS AND PROCEDURES

A. SYSTEMS DISCIPLINE

l.

Responsibilities

The prime responsibility for maintaining systems discipline rests with
the contractor. Contractor personnel must assure that the management
control systems continue to function as validated or accepted and that
any changes or deviations in those systems are properly documented and
processed  (see also paragraph IV.C.2).  The degree of contractor
surveillance activity will have a direct bearing on the intensity of
the Government surveillance effort. The adequacy of the contractor's
system discipline is one of the important areas to be evaluated by
Government review teams and surveillance personnel. By performing the
various reconciliations, analyses, and traceability tests described in
this document, the contractor and DOE should be able to determine
whether:

0] The contractor's systems have integrity and reliability;
o Management uses and relies on the systems; and

o The contractor's systems are properly controlled, and resulting
data are properly employed by appropriate levels of management.

Problem Investigation

One of the primary purposes of the CSCSC is to increase visibility
into the status of a contractor's progress.. This gives management,
both DOE and contractor; early recognition of current problems so that
corrective action may be taken before these problems severely impact
cost, schedule, and/or technical performance. At the first indication
that such problems exist, the area should be investigated in detail to
determine whether a systems problem or actual performance is involved.

If the problem is inherent in the contractor's management control
systems, necessary corrections should be requested and their implemen-
tation should be monitored during surveillance. ' Performance problems
should be promptly brought to the attention of the project manager.

Detailed explanation of the calculation and analysis of a variety of
status indicators is provided in the DOE CSCSC Contractor Reporting/
Data Analysis Guide.

Discrepancy Tracing

Discrepancies discovered during DOE or contractors reviews or surveil-
lance should be traced to their source for correction. Discrepancies
may be caused by:
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B.

o Mathematical inaccuracies;

o) Management control systems deficiencies which prevent reconcilia-
tion or permit the same data to be accumulated from two or more
separate sources;

o] Personnel not properly trained or experienced in the use of the
management control systems;

o Failure to take necessary management actions; or
o  Lack of internal control.

The problems resulting from these deficiencies should be brought to
the attention of appropriate contractor personnel for prompt resolution.

- USE OF SAMPLING

l.

General

| During systems reviews and surveillance, it will almost certainly be

impossible to review all of the typical contractor documentation shown
on Figure 5 for all WBS elements and all organization elements for all
five CSCSC categories for one reporting period, and to interview all
organization managers, during the scheduled review/surveillance
perlod However, a high level of confidence in the integrity of the
review flndlngs can be maintained within the constraints of the review
team resources through the judicious use of sampling procedures. ' For
example, only a selected sample of cost account managers need be
interviewed, and only a selected sample of cost accounts need be
reviewed for data integrity. A cost/benefit analysis to select the
sample size based on mathematical probability theory is generally
impractical. Clearly, reviews of only one element at each level of the
CWBS and interviews with only one manager at each level of the organi-
zation is inadequate, while review of all WBS elements and inter-
viewing all contractor managers requires resources in excess of those
available. Although simple statistical techniques may aid in the
selection of data and interviewees, an experlenced team chlef can best
judge the optimal scope for the review.

Sample Selectlon

In selecting areas to be reviewed, the review teams/surveillance
personnel should give due consideration to the critical areas of the
contract. Cost accounts normally should be selected from those areas
that are weak or suspect or have a high risk or high dollar value
based on analysis of the cost performance report and related URS
reports. - Critical areas include but are not limited to:

0  Areas that directly affect contract milestones; e. g.; WBS

elements and organization elements with activities on the
critical path;
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o} Areas associated with high technical risk or high dollar amounts;
e.g., cost accounts employing new welding techniques;

o] Areas that may be affected by large or critical subcontracts;
€.9., WBS elements and sole source suppliers;

o Areas that have shown out-of-tolerance performance to date,
either favorable or unfavorable; e.g., functional areas such as
design engineering; and

o Areas which have undergone an unusual amount of contractual
change based on the number of change orders or application of
management reserve; e.g., WBS elements dependent on a new
technology.

o) Areas which are undergoing a great deal of activity because of
the phase the project is in; e.g., design engineering during the
design phase.

3. Technique and Sample Size

 Relatively simple statistical techniques for random sample selection
may be used to identify transaction data source documents to verify
correct logging procedures or to select interviewees, for example.
Simple statistical techniques also exist for determining the number of
transactions that should be verified to ensure a specified confidence
level or that the process error rate falls within a specified range.
When a stable process error rate is already known to exist, other
statistical sampling techniques can be used to determine the sample
size/confidence level tradeoff. These techniques are beyond the
scope of this document but may be found in most textbooks on statis-
tics and ‘in many audit textbooks.

CHANGES, DEVIATIONS, AND WITHDRAWALS

After each review, the contractor corrects any identified systems deficien-
cies, and updates the management control systems description accordingly.
Upon DOE issuance of the validation or acceptance documents, the contrac-
tor's updated management control systems description becomes a part of the
contract. A contractor is then contractually obligated to maintain the
management control systems in accordance with this systems description.
However, systems validation or acceptance is not intended to inhibit con-
tinuing innovations and improvement of the contractor's management control
systems.

1. Contractor Proposed Changes

Any proposed system changes will be submitted by the contractor to the

CCO for approval in accordance with the contract terms and delegation
~of authority. When appropriate, changes-proposed by the contractor

should be discussed by the OCO with the cognizant auditor; and should
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be referred to the surveillance monitor. Changes requiring interpre—
tation of the CSCSC should be referred by the surveillance monitor to
the DOE CSCSC Focal Point prior to reaching a decision on the accepta-

‘bility of the proposed changes. The CCO should advise the contractor

of the acceptability of proposed changes w1th1n 60 days after receipt
from the contractor.

Deviations from Validated/Accepted Systems

and the schedule for its accompllshment. Systems deficiencies that

CCO for corrective action. Unless urgency dictates an exception,
reports to the project manager concerning such deficiencies will

_problems cannot be resolved by the project manager, the dlscrepancy
will be referred to the DOE CSCSC.Focal Point for resolution.
~;W1thdrawa1 of Valldatlon or Acce tance

 Focal Point for resolution of a disagreement over perceived failure to
~ continue to operate systems as validated or accepted. The burden of

description as validated or accepted. A visit to the site may be
be prepared by the DOE CSCSC Focal Point, coordlnated within DOE, and for-
 CCO that corrective action must be taken within 60 days. The CCO will

monitor the corrective actions. If action taken by the contractor is

iW1thdrawal documents w111 parallel acceptance/valldatlon documents

forth in the contract.

kDuring surveillance {see Chapter II1), if the contractor's practlces

are found to differ from those delineated in the systems description,
or if changes to the validated/accepted management control systems
have been made without DOE approval, the changes will be analyzed and
necessary correction of deficiencies will be requested. The contractor
will be advised of the systems deficiencies and will be requested to
notify the surve1llance monitor of the correct1ve action being taken

cannot be resolved promptly by the contractor will be referred to the

follow the establlshed reporting frequency. In those cases where

A contractor may appeal through the prOJect manager. to the DOE CSCSC
proof is on the contractor to demonstrate that~the‘management~contr01‘
systems and their operation do in fact comply with the systems
required if operation must be demonstrated. A written judgment w1li

warded to the project manager and the CCO. A contractor unable to
substantiate CSCSC compliance will be formally notified through the

inadequate, the formal validation or acceptance of the management
control systems may be withdrawn.

except that there is no certificate issued. The review director will
coordinate preparation of a devalidation letter with involved DOE
activities. The letter should be signed by the field office manager,
and should be delivered to the contractor. A sample of such a letter
is provided in Figure 17. This letter is not contractually binding.
The CCO must officially notify the contractor that, as a result of the
review and the subsequent devalidation letter, the contractor's man-
agement control systems do not comply with the CSCSC provisions set
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(DATE)

Corporate Official's Name
Corporate Title
Organization Name
Organization Address

Dear (Corporate Official's Name):

I am sorry to inform you that the (Organization) has not
satisfactorily maintained its management control systems, as
described in (insert title of the contractor's Management Con-
trol System Description), dated (insert document date), in com-
pliance with the DOE Cost and Schedule Control Systems Criteria
(CsCSC) for Contract Performance Measurement. Failure to oper-
ate the systems, as demonstrated on DOE Contract No. (insert
contract number) precludes acceptance of the systems on any DOE
contracts that include CscCsC requirements.

Recognizing that the systems must be dynamic to meet changing
business needs, we have encouraged the development and implemen-
tation of innovations and improvements to your systems. How-.
ever, the system must continue to be operated and documented in
accordance with approved procedures, and changes must be
approved by DOE.

You are urged to reassess and revise the documentation and oper-
ation of your management control systems to again comply with
the DOE CSCSC as contractually specified. Please advise the
contracting officer when corrective measures have been taken SO
that a reevaluation can be performed by DOE.

Sinéerely,

DOE Official
DOE Title

Figure 17. Sample Letter of Withdrawal
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1,

2.

ATTACHMENT - 1

DEPARTMENT OF ENERGY COST AND SCHEDULE CONTROL SYSTEMS CRITERIA
FOR CONTRACT PERFORMANCE MEASUREMENT: AND UNIFORM REPORTING
SYSTEM DOCUMENTATION

ORDERS

Qe

DOE 2250.1B, COST AND SCHEDULE CONTROL SYSTEMS CRITERIA FOR
CONTRACT PERFORMANCE MEASUREMENT .

Establishes the Department of Energy policy for applying and using
the CSCSC on DOE major system acquisition, major, and other projects.

DOE 1332,1A, UNIFORM REPORTING SYSTEM

Establishes the DOE policy for establishing reporting requirements for
contracts, loans, and loan guarantees, and provides forms, formats,
instructions, and procedures for reporting essential management informa-
tion.

GUIDES

.

COST AND  SCHEDULE CONTROL SYSTEMS CRITERIA FOR CONTRACT PERFORMANCE
MEASUREMENT - SUMMARY: DESCRIPTION.

Provides 'an overview of the DOE CSCSC approach for contract perform-
ance measurement. It was prepared to assist both DOE and industry
personnel in understandihg and using the CSCSC approach properly.

COST AND. SCHEDULE CONTROL SYSTEMS CRITERIA FOR CONTRACT
PERFORMANCE  MEASUREMENT - IMPLEMENTATION. GUIDE.

Provides uniform guidance for implementation of the CSCSC. It assists
both DOE and contractor representatives in fulfilling their responsi-
bilities for meeting CSCSC requirements.

COST AND SCHEDULE CONTROL SYSTEMS CRITERIA FOR CONTRACT

PERFORMANCE MEASUREMENT - CONTRACTOR REPORTING/DATA ANALYSIS
GUIDE.

Provides suggested techniques for analyzing contractor cost and schedule
data which should give insight into the current contract performance
status and help forecast future contract performance.

WORK BREAKDOWN STRUCTURE GUIDE

Provides guidance for use of the work breakdown structure technique for
work identification and definition.
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e.

UNIFORM REPORTING SYSTEM - USE OF DATA GUIDE

Provides guidance on review, analysis, and assessment of ‘Uniform
Reporting System data.

INFORMATION PAMPHLETS

a. COST: AND SCHEDULE CONTROL SYSTEMS CRITERIA FOR CONTRACT
PERFORMANCE MEASUREMENT - INFORMATION PAMPHLET.
Provides a narratlve and graphic illustration of the basic concepts and
general requlrements of CSCSC ~
b, CONTRACT PERFORMANCE MEASUREMENT  REPORTING AND BASELINE MANAGEMENT
= INFORMATION PAMPHLET.
Provides a narrative and graphic illustration of performance measurement
reporting and baseline management.
C. UNIFORM REPORTING SYSTEM = INFORMATION PAMPHLET
Provides a narrative and graphic illustration of the features and use
of the Uniform Reporting System.
d. ANALYZING PERFORMANCE - OF . SMALL PROJECTS USING URS' AND. PMAS -~
INFORMATION PAMPHLET
Describes how existing methods for managing small projects can be com-
~bined with analytical techniques used on large projects to effect an
improvement in small project management.
‘e. PROJECT STATUS REPORTING AND PERFORMANCE DATA ANALYSIS - INFORMATION
PAMPHLET
- Addresses some basic concepts and general requirements concerning pro-
- ject reporting and data analysis.
OTHER
a. COST AND SCHEDULE CONTROL SYSTEMS CRITERIA FOR CONTRACT PERFORMANCE
MEASUREMENT - CSCSC CHECKLIST HANDBOOK
~+In handbook form, provides a listing of the CSCSC and checklist questions
with space for notes by DOE or industry personnel.
b. . PERFORMANCE MEASUREMENT ANALYSIS SYSTEM FOR MICROCOMPUTERS

A ‘user oriented system designed to track cost and schedule performance
data using a microcomputer.
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II.

. ATTACHMENT 2

- CSCSC. EVALUATION/DEMONSTRATION
REVIEW CHECKLIST: AND :FORMATS

THE CRITERIA CHECKLIST

The criteria checklist contains the 35 CSCSC (the statements in capital

letters) followed by a number of questions which assist in interpreting a
~specific criterion. This checklist is the basis for most CSCSC review

activities from evaluation of proposals to on-site examination of the
contractor's management control system in operation. Its use intensifies
as the review cycle progresses from preaward to demonstratlon and subse-
quent surveillance activities. ~ »

o Preaward. Reference: for evaluating contractor proposals.

o] Implementation Visit. - Assists in review of contractor's proposed
implementation efforts. Also provides the basis for structuring of
the initial contractor briefing on the management control: systems to
be used.

o Readiness Assessment.. Certain checkllst 1tems are stressed to deter—
mine the contractor's readiness for a demonstration review. The
readiness assessment checklist, beginning on page A3-l, performs this
function. This checklist is based on the criteria checkllst and the

-objectives of the readlness assessment.

o) Demonstration Review. The checklist and. the attendant formats are
used to document the contractor'!s compliance with the CSCSC and to
structure the demonstration review report. (Attachment 5).

o Surveillance. The checklist and the attendant formats are used
. selectively to document the contractor's compliance with the CSCSC and
to structure the surveillance review report in accordance with the
outline in (Attachment 4).

CHECKLIST USE

The CsCsc approach embodled in the checkllst does not prescrlbe spec1f1c
methods: of organization, planning; operation, and control. Contractors

~are free to use the procedures best suited to their needs,: environment, and

management philosophy, subject only to the requirement that they meet the
sound management criteria embodied in the CSCSC. Thus, use of the check-
list should: be based on comnon sense, which means being practical, but also
mindful of the overall requirement for performance measurement. Its use is
not ‘intended to introduce ‘a strict pass/fail type of situation in evalua-
ting management control systems. Each CSCSC implementation environment may
differ considerably, depending. on contract scope, and thus affect a’'ques—-
tion's applicability or the manner in which it is evaluated. Examples of
such cases are:
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III. CHECKLIST RESPONSIBILITIES

o) On development  contracts, checklist‘queStions oriented to production
- may. not apply.

o On construction contracts, certain overhead and work package
questlons, because of industry practice, would be handled dlfferently
than for manufacturing contract implementations.

(¢) On management and operations implementations, WBS and organiZational
questions require dlfferent treatment based on this spec1f1c environ-
ment.

The checklist is annotated to reflect the functlonal approach to a demon—
stration review. Under this approach checklist questions are combined
into areas of respon51b111ty for review by a particular team member or
group.‘ In some reviews it may be helpful to extract the checklist ques-
tions pertinent to one area of respon51b111ty. This results in a compact
checkllst for use by team members. o

The following paragraphs detall the basis for grouplng the responsibil-
ities. The letters in () correlate with those in the checklist beglnnlng
at page A2-6 ~

o Total Program (TP)

Assigned To: Team chief (normally a prOject office representative).

Parts of the criteria checklist having "TP" responsibility may be
extracted to facilitate an overall review of those areas where a

~ functional approach is deemed impractical. Even though certain sec-
tions of the "organization" CSCSC are assigned functlonally, the
team chief is responsible for the items identified "TP", since review
of these items provides an overview of the entire demonstration. 1In

addition, specific items deemed relevant for total systems analysis are
included under "TP."

o  Scheduling ()

Assigned To: Team member(s), e.dg., project office scheduling special-
ists or project office representative familiar with project schedules.

Parts of the criteria checklist having "s" respon51b111ty concentrate
on ensuring that the contractor has a scheduling system that is both
reliable and informative. The team member reviewing the schedules
must be convinced that planned and actual status are being properly
maintained and have been so since the start of the contract. There
must be satlsfactory control of the contract by the contractor and
satisfactory visibility and reporting to DOE using the Milestone
Schedule Plan/Status Report. Finally, the contractor's scheduling
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system must provide tlmely problem identification and traceability of
the problem to its origin. Through use of the "S" questlons, a struc-
tured, orderly review of the contractor's scheduling system is facili-
tated. Functional groups are also assigned certain "S" items to
ensure proper review of functional scheduling. The team chief will
use the scheduling and functional group findings for evaluation of the
contractor's scheduling system.

Accounting (A)

Assigned To: Team member(s); e.g., cognizant auditor, controller, or
project office representative familiar with project funding.

Parts of the criteria checklist having "A" responsibility were con-
structed to ensure that the many and varied accounting systems of the
contractor are all subsets of the single, formal, integrated system
used for the generation of the information required for internal
management of the contract. In order to accomplish this task, the "A"
items are oriented toward the accounting fundamentals of the contrac-
tor's system. As a further task, the team members assigned to the "A"
items are responsible for report reconciliation -- the need for accur-
ate data assemblage. :

Revisions (R)

Assigned To: Team member (s); e.g., CCO, or on-site Government
representative familiar with the contract and contract procedures.

Parts of the criteria checklist having "R" responsibility address
maintenance of the contract budget base. The time phasing of this
base results in the performance measurement baseline that consists of
budgets assigned to scheduled cost accounts. The performance measure-:
ment baseline is used by the contractor and the project office in
measuring performance against contract terms. The "R" items emphasize
the analy51s of the controls that have been instituted by the contrac-
tor to minimize reprogramming actions and the procedures devised to
curb extensive reevaluation of the baseline. Revisions also includes
review of contract change processing to ensure that proper records are
established and maintained by the contractor to permit traceability to
“the original baseline if ‘ever necessary.

Functional (F)

Engineering

Assigned To: Team member(s); e.g., project office representative
familiar with CSCSC and engineering.,

Construction

Assigned To:  Team member (s); e.g., on-site Government representative
or project office representatives familiar with CSCSC and construction
management.
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IV,

Other as Applicable; ,

Parts of the criteria checklist having "F" responsibility are designed to
analyze the contractor's operation from an organizational aspect.
Review of the "F" items ensures that the different contractor organi-
zations are fully involved in systems operation; i.e., are knowledge-
~able of the systems, are using the systems, are receiving appropriate
reports, and have pertinent systems procedures on hand. The team
members assigned the "F!" items should do an indepth analysis of the
functional organization involved. They will be concerned with proving
the workability of the contractor's systems in the organizational,
- planning and budgeting, and analysis areas of the CSCSC. Accordingly,
the "F" items may be further subdivided by functional organization or
by crlterla area for a351gnment to members.

FORMATS

_Sample formats for performing data‘reCO1c111at10n ) evaluating cost

account and work package characteristics during reviews start on page
A2-20. Such formats are prepared to clarify checklist items and to support

‘report findings. The criteria checklist and formats are cross-referenced
to each other. These formats are typlcal and may require change to meet
_the requirements of different contractor organizations and contract work

breakdown structures. Also, additional formats may be developed as
required for a specific criterion verification. The team member (s) should

assure proper preparation of the formats. The completed formats are used

as exhibits in the Demonstratlan ReV1ew Report.

In preparing the formats; the follow1ng should be‘considered'

o  Data must be erluated for con51stent appllcatlon of standards or

ktargets, planned ratlos and bases, factors, rates, and methods.

0 Accomplishment indicators (for example,‘realization factors,

miléstones) must*be consistent for computing BCWP

0  Derivation of the data elements used in the sample formats must be
~ substantlated : :

o  The following is the list of sample formats.

Sample Format . Title
1 : System Integration, Major Organization (For

Example, Engineering) and Associated Documentation

2 _Reconciliation of Internal Data - Cost Account Data
3 Reconciliation of Internal Data - CWBS Data
4 ' Reconciliation of Internal Data - Organization Data.
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11

12

13

Reconciliation of Internal Data - Summary Level
Data

Evaluation of Cost Accounts/Work Packages
a. Length of Cost Accounts/Work Packages
b, Value of Cost Accounts/Work Packages

Contract Indirect Cost Evaluation

Reconciliation of Internal Data (Budget Revision) -
Reporting Level CWBS Elements

Reconciliation of External Reports to Internal Data
(CWBS)

Reconciliation of External Reports to: Internal Data
(Organization)

Reconciliation of External Reports

Reconciliation of Internal Data (Estimated Cost  at
Completion)

Reconciliation of Internal Data (Estimated Cost at
Completion)
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_CRITERIA CHECKLIST

I. ORGANIZATION

DEFINE ALL THE AUTHORIZED WORK AND RELATED RESOURCES TO MEET THE: .

‘assignment of resources for overhead?

1.

REQUIREMENTS OF : THE CONTRACT, USING THE FRAMEWORK OF THE CONTRACT

WORK - BREAKDCOWN STRUCTURE,

a. Is only one CWBS used for the contract? TP, F

b. Is all contract work included in the CWBS? TP

c. Are the following elements included in the CWBS:

(1) Products or services to be ‘pl:c>v1ded'> TP
(2) OWBS elements specified for external reporting? TP
(3) - Appropriate intermediate levels? o TP
(4) Cost account levels? E
2. IDENTIFY THE INTERNAL ORGANIZATIONAL -ELEMENTS AND THE MAJOR: SUBCON-
~TRACTORS RESPONSIBLE FOR ACCOMPLISHING THE AUTHORIZED WORK,

a. Are all authorized tasks assigned t0~identified organizational
elements (this must occur at the cost account level as a
minimum) ? : ‘ TP

b. Is subcontracted work defined and identified to the appropriate

: subcontractor within the proper CWBS element? F

3. PROVIDE FOR THE INTEGRATION OF THE CONTRACTOR'S PLANNING, SCHEDULING,
~ ‘BUDGETING, ESTIMATING, WORK AUTHORIZATION “AND COST ACCUMULATION

SYSTEMS WITH EACH OTHER, THE CONTRACT WORK BREAKDOWN STRUCTURE, AND

THE ORGANIZATIONAL STRUCTURE.

a. Are the contractor's management control systems listed above
integrated with each other, the CWBS and the organizational
structure at the total contract and cost account levels? TP

4, IDENTIFY THE: MANAGERIAL POSITIONS RESPONSIBLE FOR CONTROLLING

OVERHEAD (INDIRECT COSTS) .

a. Are the following organizational elements and managers élearly
1dent1f1ed.

(1) Those responsible for the establishment of budgets and
: TR
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(2) . Those tesponsible for overhead performance and control of

related costs? TP

b. Are the tesponsibilities and authorities of each of the above

organizational elements or managers clearly defined? TP
5. PROVIDE FOR INTEGRATION OF THE CONTRACT WORK BREAKDOWN STRUCTURE‘WITH

THE: CONTRACTOR'S FUNCTIONAL ORGANIZATIONAL STRUCTURE IN A MANNER THAT

PERMITS COST 'AND' SCHEDULE PERFORMANCE MEASUREMENT FOR CONTRACT WORK

BREAKDOWN. STRUCTURE AND ORGANIZATIONAL  ELEMENTS.

a.  -Is each cost account assigned to a single organizational element
directly responsible for the work and identifiable to a single
element of the CWBS? TP

b, = Are the data elements for measuring performance (BCWS, BCWP,

ACWP, BAC, EAC, and associated variances) available at the
levels selected for control and analysis? TP
II. PLANNING AND BUDGETING
1. SCHEDULE  THE:- AUTHORIZED WORK IN A MANNER WHICH DESCRIBES THE SEQUENCE

OF WORK AND IDENTIFIES THE SIGNIFICANT TASK INTERDEPENDENCIES

REQUIRED TO MEET THE DEVELOPMENT, PRODUCTION, CONSTRUCTION, INSTALLA-

TION, AND DELIVERY REQUIREMENTS OF THE CONTRACT.

a. Does the scheduling system contain:

(1) A contract master schedule? S
(2) Intermediate schedules as required which provide a loglcal
sequence: from the master schedule to the cost account
level? s
(3) - Detailed schedules which support cost account start and
completion dates/events? S, F

b. Are significant decision points, constraints, and interfaces
identified as key milestones? S

c. - Does the scheduling system provide for the identification of
work progress against technical and other milestones, and also
provide for forecasts of completion dates of scheduled work? S

d. Are detail schedule dates formally recorded in terms of physzcal
accomplishment by date? S, F

2, IDENTIFY. PHYSICAL PRODUCTS, MILESTONES, TECHNICAL PERFORMANCE GOALS,

OR OTHER INDICATORS THAT WILL BE USED TO MEASURE OUTPUT,

a. Are meaningful indicators identified for use in measuring the
status of cost and schedule performance’

S, F
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b. Does the contractor's system identify and measure work accom-
plishment agalnst the schedule plan?

Ce Are current work performance 1nd1cators and goals relatable to

original goals as modified by contractual changes, replanning,
and: reprogramming actions? ~ ;

S, F

ESTABLISH AND MAINTAIN A TIME-PHASED BUDGET BASELINE AT THE COST

ACCOUNT LEVEL AGAINST WHICH CONTRACT PERFORMANCE CAN BE MEASURED,
INITIAL BUDGETS ESTABLISHED FOR THIS PURPOSE WILL BE BASED ON THE
NEGOTIATED TARGET COST. ANY OTHER AMOUNT USED FOR PERFORMANCE
MEASUREMENT PURPOSES MUST BE FORMALLY RECOGNIZED BY BOTH THE

© CONTRACTOR AND THE GOVERNMENT,

a. Does the performance measurement basellne consist of the
follow1ng'

@€ Tlme—phaSed cost account budgets?
(2) Higher level budgets (budgets assigned to both a functional
- organization and CWBS element, but not yet broken down into
cost account budgets)? L
(3) Undistributed budget, if any?
(4) Indirect budgets, if not included in the above?

b, 1Is the entire contract planned‘in time~-phased cost accounts to
the extent practicable?

c. In the event that future contract effort cannot be defined in

~ sufficient detail to allow the establishment of cost accounts,
is the remaining budget assigned to the lowest practicable func-
tional organization and CWBS level element for subsequent dlS-
trlbutlon to cost accounts°‘ c :

d. Does the contractor‘requlre sufficient detailed pianning of cost
~accounts to constrain the application of budget initially allo-
cated for future effort to current effort?

e. Are cost accounts opened and closed based on the start and com-
pletion of work contalned therein?

TP, F

TP, F

S

ESTABLISH BUDGETS FOR ALL AUTHORIZED WORK WITH SEPARATE IDENTIFICA-

TION OF COST ELEMENTS (LABOR, MATERIAL, AND SO FORTH).

a. Does the budgetlng system conta1n°

(1)~~The ‘total budget for the contract (1nclud1ng estlmates for
authorized but unprlced work)?

2) Budgets assigned to major functional organ1zat10ns°

3) Budgets assigned to cost accounts? :

TP -
TP, F
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b Are the budgets assigned to cost accounts planned and identified
in terms of the following cost elements:

(1) Direct labor dollars and/or hours?
(2)( Material and/or subcontract dollars?
(3) Other direct dollars?

s s e

C. Does the work authorization system contain:

(1) Authorlzatlon to proceed with all authorized work or to
“terminate it, as applicable? TP
(2) Appropriate work authorization documents whlch subd1v1de
the contractual effort and responsibilities within ;
functional organizations? F

5. TO THE EXTENT THE AUTHORIZED WORK CAN BE IDENTIFIED IN DISCRETE,
SHORT~SPAN WORK PACKAGES, ESTABLISH BUDGETS FOR THIS WORK IN TERMS
- OF DOLLARS, HOURS, OR OTHER MEASURABLE UNITS.  WHERE THE ENTIRE COST
ACCOUNT CANNOT BE SUBDIVIDED INTO DETAILED WORK PACKAGES, IDENTIFY
THE LONG-TERM EFFORT: IN LARGER PLANNING PACKAGES FOR ‘BUDGET  AND
SCHEDULING PURPOSES.

a. - Do work packages reflect the actual way in which the work
will be done and are they meaningful product or task oriented
subdivisions of a higher level element of work? F

b. . Are detailed work packages planned as far in advance as prac-
ticable? , F

c. . Is work progre551vely subdivided into detailed work packaqes as
requxrements are defined? F

d. Is future work which cannot be planned in detail subdivided to
the extent practicable for budgeting and schedule purposes? E

e. Are work packages reasonably short in time duration or do they
have adequate objective indicators/milestones to minimize the
in~process work evaluation? F

f. Do work packages consist of discrete tasks which are adequately
described? ‘ : F

g. Can the contractor substantiate work package and planning
package budgets? F

h.  Are budgets or value assigned‘to work: packages and. planning
packages in terms of dollars, hours, or other measurable units? F

i. - Are work packages assigned to performing organizétions? F
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PROVIDE THAT THE SUM OF ALL WORK PACKAGESBUDGETS PLUS  PLANNING. PACK-
AGE' BUDGETS WITHIN A COST ACCOUNT EQUALS THE COST ACCOUNT: BUDGET.

a. Does the sum of all work package budgets plus planning package
budgets within cost accounts equal the budgets a531gned to those
~cost accounts? ; : - F

IDENTIFY RELATIONSHIPS OF BUDGETS OR STANDARDS IN UNDERLYING WORK
AUTHORIZATION SYSTEMS TO BUDGETS FOR WORK PACKAGES

a. Where engineered standards or other internal work measurement
systems are used, is there a formal relationship between these
values and cost account or work package budgets? : F

IDENTIFY AND CONTROL LEVEL OF EFFORT ACTIVITY BY TIME—PHASED BUDGETS
ESTABLISHED FOR THIS PURPOSE. ONLY THAT EFFORT WHICH CANNOT BE IDEN-
TIFIED AS DISCRETE, SHORT-SPAN WORK PACKAGES OR AS APPORTIONED EFFORT
WILL BE CLASSED AS LEVEL OF EFFORT.

s

a. Are time-phased budgets established for planning and control of
level of effort activity by category of resource, for example,
type of manpower and/or material? . ‘ F

b. Is work properly cla551f1ed as measured effort, level of effort,
-Or apportioned effort and appropriately separated? : ; TP, F

ESTABLISH OVERHEAD BUDGETS FOR THE TOTAL~COSTS OF FACH SIGNIFICANT

 ORGANIZATIONAL COMPONENT WHOSE EXPENSES WILL BECOME INDIRECT COSTS.

REFLECT IN THE CONTRACT BUDGETS AT THE APPROPRIATE LEVEL, THE AMOUNTS

IN OVERHEAD POOLS THAT WILL BE ALLOCATED TO THE CONTRACT AS INDIRECT

COSTS.

a. Are overhead budgets established on a facility-wide basis at
least annually for the life of the contract? A

b. ;Are overhead budgets established for each organization which
has authorlty to incur overhead costs? A

c. Are all elements of expense identified to overhead budgets? A

d. Are overhead budgets and costs (e.g., engineering overhead,
independent research and development) being handled in
‘accordance with the disclosure statement when applicable,
or otherwise properly classified? - SR
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e. Is the anticipated (firm and potential) bu51ness base prOJected
in a rational, consistent manner?

f. - Are overhead budgets established on a basis consistent with
the anticipated direct business base?

g.  Are the requirements for all items of overhead established by
rational, traceable processes?

h. Are the overhead pools formally and adequately identified?

i. Are the organizations and items of cost assigned to each pool
identified?

j. Are projected overhead costs in each pool and the associated
direct costs used as the basis: for establishing interim rates
for allocating overhead to contracts?

k.  Are projected overhead rates applied to the contract beyond the
current year based on:

(1), Contractor financial periods, e.9., annual?

(2) The projected business base for each period?

(3} Contemplated overhead expenditure for each period based on
the best information currently available?

1. Are overhead projections adjusted in a timely manner to reflect:
(1) Changes in the current direct and projected base?
(2) ~Changes'in the nature of the overhead requirements?
(3) Changes in the overhead pool and/or organization structure?

m. Are the CWBS and organizational levels for application of the
projected overhead costs identified?

o i

A, TP

1g.

IDENTIFY MANAGEMENT  RESERVES AND UNDISTRIBUTED BUDGET.

a. Is all management reserve budget identified and excluded from
the performance measurement baseline?

b. ~ Are records maintained to show how management reserve budget
is used?

C. Is undistributed budget: limited to contract effort which cannot
yet be planned to cost accounts?

d. Are records maintained to show how undistributed budget is
controlled?

R
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11.

PROVIDE THAT THE CONTRACT TARGET COST PLUS ESTIMATED COST OF AUTHOR-
IZED BUT UNPRICED WORK IS RECONCILED WITH THE SUM OF ALL INTERNAL
CONTRACT BUDGETS AND MANAGEMENT RESERVES.

a. Does the contractor's systems description or procedures require
that the performance measurement baseline plus management
reserve budget equal the contract budget base?

b. . Do the sum of the cost account budgets, higher level organiza-
tional and CWBS elements budgets, undistributed budget, and man-
agement reserve budget reconcile with the contract budget base?

A

ITII. ACCOUNTING

RECORD DIRECT COSTS ON AN APPLIED OR OTHER ACCEPTABLE BASIS IN A
FORMAL, SYSTEM THAT IS CONTROLLED BY THE GENERAL BOOKS OF ACCOUNT.,

a. Does the accounting system prov1de a basis for audltlng records
of direct costs chargeable to the contract? :

'b. Are labor, material, and other direct cost accumulated within

cost ‘accounts in a manner consistent with their budgets using
recognized, acceptable costing techniques and controlled by
the ‘general book of accounts?

A

'SUMMARIZE DIRECT COSTS FROM COST ACCOUNTS INTO THE WORK BREAKDOWN

STRUCTURE  WITHOUT ALLOCATION OF A SINGLE COST ACCOUNT TO 'TWO OR MORE
WORK BREAKDOWN STRUCTURE ELEMENTS.

a. Is it possible to summarize direct costs from the cost account
level through the CWBS to the total contract level without allo—~
cation of a lower level CWBS element to two or more higher level
CWBS elements? - (This does not preclude the allocation of costs
from a cost account containing common items to appropriate using
cost accounts) . ‘

A

SUMMARIZE DIRECT COSTS FROM THE COST ACCOUNT INTO THE CONTRACTOR'S
FUNCTIONAL ORGANIZATIONAL" ELEMENTS WITHOUT ALLOCATION OF A SINGLE
COST ACCOUNT: TO -TWO OR MORE ORGANIZATIONAL ELEMENTS.

a. 1s it possible to summarize direct costs from the cost account
level to the highest functional organizational level without
allocation of a lower level organlzatlon s-cost to two. or more
hlgher level organlzatlons°
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RECORD ALL INDIRECT COSTS WHICH WILL BE ALLOCATED TO THE CONTRACT.

a. - Does the cost accumulation system provide for summarization of
indirect costs from the point of allocation to the contract
total?

b, Are indirect costs accumulated for comparison with the corres-
ponding: budgets?

¢.. - Do the lines of authority for incurring indirect costs corres-
pond to the lines of responsibility for management control of
the same components of costs?

d. ' Are:indirect costs charged to the appropriate indirect pools
and incurring organization?

e. Are the bases and rates for allocating costs from each indirect
pool consistently applied?

f. ' Are-the bases and rates for allocating costs from each indirect
pool to commercial work consistent with those used to allocate
such costs to government contracts?

g. .. Are the rates for allocating costs from each indirect cost pool
to contracts updated as necessary tco assure a realistic monthly
allocation of indirect costs without significant year end
adjustments?

h. = Are the procedures for identifying indirect costs to incurring
organizations, indirect cost pools, and allocating the costs
from the pools to the contracts formally documented and
followed?

IDENTIFY THE BASES FOR ALLOCATING THE COST OF APPORTIONED EFFORT.

a.‘ Is effort which is‘planned and controlled ih direct relationship
to cost accounts or work packages identified as apportioned
effort?

b. - Are methods for applying apportioned effort costs to cost
accounts: applied consistently, and documented in an established
procedure and followed?

F

IDENTIFY UNIT COSTS, EQUIVALENT UNIT COSTS, OR LOT COSTS AS APPLI-
CABLE. ‘

a. Does the contractor's system provide unit costs, equivalent unit
or lot costs in terms of labor, material, other direct, and
‘indirect costs? ‘ ‘

A
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b.  Does the contractor have procedures which permit identification
of recurring or nonrecurring costs as necessary and are they
followed?

THE CONTRACTOR'S MATERIAL ACCOUNTING SYSTEM WILL PROVIDE FOR: ACCUR-
ATE COST ACCUMULATION AND ASSIGNMENT OF COSTS TO COST ACCOUNTS IN A
MANNER CONSISTENT WITH THE BUDGETS, USING RECOGNIZED, ACCEPTABLE
COSTING TECHNIQUES; DETERMINATION OF PRICE VARIANCES BY COMPARING
PLANNED VERSUS ACTUAL COMMITMENTS; COST PERFORMANCE MEASUREMENT AT
THE POINT IN TIME MOST SUITABLE FOR THE CATEGORY OF MATERIAL
INVOLVED, BUT NO EARLIER THAN THE TIME OF ACTUAL RECEIPT OF .
MATERIAL; DETERMINATION OF COST VARIANCES ATTRIBUTABLE TO THE EXCESS
USAGE OF MATERIAL; DETERMINATION OF UNIT OR LOT COSTS WHEN
APPLICABLE; AND FULL ACCOUNTABILITY FOR ALL MATERIAL PURCHASED FOR

”THE C@NTRACT, INCLUDING THE RESIDUAL INVENTORY

a. Are material costs accounted for accurately and charged‘to cost
accounts, consistent with the budgets therein, u51ng recognlzed,
acceptable costlng techn1ques°

b. = Does tne contractor's system provide for 1dent1fy1ng materlal
cost'varlances as to pr1ce varlance and usage variance?

c. Do‘fhe contractor S procedures for recordlng materlal_costs‘
permlt and facilitate performance measurement?

d. . Are mater1a1 costs reported w1th1n the same perlod as that in
which BCWP is earned for that mad:enal'>

e. Are records maintained to show full accountability for all

material purchased for the contract (including Government fur-
nished property and residual inventory)? ~

-

IV. ANALYSIS

IDENTIFY AT THE COST ACCOUNT LEVEL ON A MONTHLY BASIS USING DATA FROM
OR RECONCILABLE WITH, THE ACCOUNTING AND BUDGETING SYSTEMS: BUDGETED
COST FOR WORK SCHEDULED AND BUDGETED COST FOR WORK PERFORMED; BUD-
GETED COST FOR WORK PERFORMED AND APPLIED (ACTUAL WHERE APPROPRIATE)
DIRECT COSTS FOR THE SAME WORK; BUDGETS AT COMPLETION AND ESTIMATES
AT COMPLETION; AND VARIANCES RESULTING FROM THE ABOVE COMPARISONS
CLASSIFIED IN TERMS OF LABOR, MATERIAL, OR OTHER APPROPRIATE ELEMENTS
TOGETHER WITH THE REASONS FOR SIGNIFICANT VARIANCES, INCLUDING TECH-
NICAL PROBLEMS. L

a. Does the contractor's system include procedores for measuring
- performance of the organization responsible for the cost account
and are they followed’ o
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b.  Does the contractor's system include procedures for measurlng
‘ the performance of critical subcontractors and are they
followed? TP, F

C. Is cost and schedule performance measurement done in a consis-
tent, systematic manner? s , ; ™, F

d. Are the actual costs used for variance aﬁalySis,reconeilable‘\,
with data from the accounting system? A

e. . Is BCWP calculated in a manner consistent with the way work is
planned’ (For example, 'if BCWS is planned on a measured baSlS,
- BCWP-1is calculated on a measured basis). : ; N I

f. Does the contractor have variance analysis procedures and a
demonstrated capability for identifying (at the cost account and
other appropriate levels) cost, schedule, and at completlon var--
iances resultlng from the: system, which:

(1)~ Identify and isolate problems causing unfavorable

variances? ; TP F
(2) - Evaluate the impact of schedule changes, work around, etc.?2 TP, F
(3) - Evaluate the performance of operatlng organizations? TP, F
(4)  Identify potential or actual overruns and underruns? TP, F

IDENTIFY ON A MONTHLY BASIS, IN THE. DETAIL NEEDED BY MANAGEMENT FOR
EFFECTIVE CONTROL,  BUDGETED INDIRECT: COSTS, ACTUAL INDIRECT COSTS,
AND VARIANCES ALONG WITH THE REASONS.

a. - Are variances between budgeted and actual indirect costs identi-=
fied and analyzed at the level of assigned respons1b111ty for
their control (indirect pool, department, etc.)? : A

'b. Does the contractor's cost control system provide for capability
to identify the existence and causes of cost variances resultlng
from:

(1) Incurrence of actual indirect costs in excess of budgets,

by element of expense? A
(2) . Changes in the direct base to which: overhead costs are
allocated. A

¢. Are management actions taken to reduce indirect costs where
there are significant adverse variances? A

SUMMARIZE THE DATA ELEMENTS  AND ASSOCIATED VARIANCES LISTED IN
PARAGRAPHS 1 AND 2, ABOVE, THROUGH THE CONTRACTOR ORGANIZATION

AND WORK BREAKDOWN STRUCTURE TO THE REPORTING LEVEL SPECIFIED IN THE
CONTRACT.
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Are‘data (BCWS ;. BCWP, ‘ACWP, BAC,'EAC, and their variances)

progressively summarized from the cost account level to the

contract level through the CWBS? : A

Are the same data summarized through the functionalkorganiZa—
tional structure for progressively higher levels of management? A

Are the data reconcilable between 1nternal sunnery reports and
reports forwarded to the Government? A

Are procedures for variance analysis documented and consistently

applied at the cost account level and selected CWBS and organi-

zational levels at least monthly as a routine task? F

IDENTIFY SIGNIFICANT DIFFERENCES ON A MONTHLY BASIS BETWEEN PLANNED

4.
AND ACTUAL SCHEDULE ACCOMPLISHMENTS TOGETHER WITH THE REASONS.
a.  Does the schedullng system 1dent1fy in a timely manner the : ~
status of work? : ; ; S, F .
‘b. Does the contractor use objectlve results, design rev1ews, and -
tests to track schedule performance° S : S, F
5. IDENTIFY MANAGERIAL ACTIONS TAKEN AS A RESULT OF PARAGRAPHS l
THROUGH 4, ABOVE.
a, Are data dlssemlnated to the contractor s managers timely, TP, F,
accurate and usable? : ‘ : A, 'S
b, ‘Are‘data~being used by managers in an effective manner to ascer-
tain program or functional status to identify reasons for signi-
ficant variances, and to initiate appropriate corrective action° ™, F
c., Are there procedures for monitoring action items and corrective
_actions to the point of resolutlon and are these procedures
‘belng followed’ ; o P, F
6.  BASED ON PERFORMANCE TO DATE AND ON ESTIMATES OF FUTURE CONDITIONS,

DEVELOP REVISED ESTIMATES OF COST AT COMPLETION FOR WORK BREAKDOWN
STRUCTURE ELEMENTS IDENTIFIED IN THE CONTRACT AND COMPARE THESE WITH
THE CONTRACT BUDGET BASE AND THE LATEST STATEMENT OF FUNDS REQUIRE—
MENTS REPORTED 10 THE GOVERNMENT. ;

A,

Are estimateskat completion based on:

(1) -Performanee to date? G ~ ~ : Fo

(2) Actual costs to date? : L . F
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(3) Knowledgeable projections of future performance?
(4) Estimates of the cost for contract work remaining to be
accomplished considering economic escalation?

b. Are the overhead rates used to develop the contract cost esti-
mate to complete based on: ‘

(1) Historic experience?

(2) ‘Contemplated management improvements?
(3). Projected economic escalation?

(4) The anticipated business volume?

c. Are EACs generated with sufficient frequency to provide
identification of future cost problems in time for possible
corrective or preventive actions by both the contractor
and the Government Project Manager?

d. Are estimates developed by contract project personnel coor-
dinated with top management to determine whether required
resources will be available in accordance with revised planning?

e. Are EACs generated by appropriate personnel for the following -
levels: ~

(1) - Cost accounts?

(2) Major functional areas of contract effort?

(3) Major subcontracts?

(4) CWBS elements contractually specified for reporting of
status  to the Govermment? ,

(5) : Total contract (all authorized work)?

f. Are the latest revised estimates at completion compared with the
established budgets at appropriate levels and causes of
variances identified?

g. Are EACs generated in a consistent manner? Are there procedures

established for appropriate aspects of generating EACs and are
they followed?

h. Are EACs utilized in determining contract funding require-
ments and reporting them to the Government?

i. Are the contractor's FACs reconcilable with cost data
reported to the Government?

TP

o i

™, F

™, F

L ey B |

TP
TP

TP, F

V. REVISIONS & ACCESS TO DATA

INCORPORATE CONTRACTUAL CHANGES IN A TIMELY MANNER RECORDING THE
EFFECTS OF SUCH CHANGES IN BUDGETS AND SCHEDULES. IN THE DIRECTED
EFFORT BEFORE NEGOTIATION OF A CHANGE, BASE SUCH REVISIONS ON THE
AMOUNT ESTIMATED AND BUDGETED TO THE FUNCTIONAL ORGANIZATIONS.
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-and are they fol}.owed'>

a. Are authorized changes being incorporated in a timely manner?

b. Are all affected work authorizations, budgeting, and scheduling
documents amended to properly reflect the effects of authorized
changes? R

c. Are internal budqets for authorized, but not priced changes
based on the contractor's resource plan for accompllshlng the
work? - i R

d. If current budgets for authorized changes do not sum to the
negotiated cost for the changes, does the contractor compensate
for the differences by revising the undistributed budget, man-
agement reserve budget, budgets established for work not vet
started, or by a comblnatlon of these? R

2. RECONCILEkORIGINAL BUDGETS FOR THOSE ELEMENTS OF THE WORK BREAKDOWN

STRUCTURE IDENTIFIED ‘AS PRICED LINE ITEMS IN THE CONTRACT, AND FOR

THOSE ELEMENTS AT THE LOWEST LEVEL OF THE PROJECT SUMMARY WORK

BREAKDOWN STRUCTURE, WITH CURRENT PERFORMANCE MEASUREMENT BUDGETS

IN TERMS OF CHANGES TO THE AUTHORIZED WORK; AND INTERNAL: REPLANNING

IN THE DETAIL NEEDED BY MANAGEMENT FOR EFFECTIVE CONTROL.

- a. Are current budgets resulting from changes to the authorized

: work and/or internal replanning, reconcilable to original

~budgets for specified reporting items? R
3. PROHIBIT RETROACTIVE CHANGES TO RECORDS PERTAINING TO: WORK PERFORMED‘

THAT WILL CHANGE PREVIOQUSLY REPORTED AMOUNTS FOR DIRECT COSTS,

INDIRECT COSTS, OR BUDGETS, EXCEPT FOR CORRECTION OF ERRORS AND

ROUTTNE ACCOUNTING ADJUSTMENTS.

‘a. . Are retroactive changes to direct costs,‘and indirect costs pro-
hibited and avoided, except for the correction of errors and
routlne accountlng adjustments? A

b. Are direct or indirect cost adjustments being‘accomplished in
accordance with accounting procedures acceptable to the Cognl-
zant Auditor? ~ A

§ o Are retroactive changes to BCWS and BCWP prohibited except for
correction of errors or for normal accounting adjustments? R, A

4., PREVENT REVISIONS TO THE CONTRACT BUDGET BASE EXCEPT FOR GOVERNMENT

DIRECTED CHANGES TO CONTRACTUAL EFFORT

e ‘Are procedures established to prevent changes to the contract
budget base other than those authorized by contractual action

: R
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b. Is authorization of budgets in excess of the contract budget
base controlled formally, accomplished in accordance with: estab-
lished procedures, and done with the full knowledge and recog-

H nition of the procuring activity? R
5. DOCUMENT, INTERNALLY, CHANGES TO. THE PERFORMANCE MEASUREMENT :BASELINE

AND, ON A TIMELY BASIS, NOTIFY THE GOVERNMENT CONTRACTING OFFICER

THROUGH 'PRESCRIBED. PROCEDURES.

a. Are changes to the performance measurement baseline made as a
result of contractual redirection, application of undistributed
budget, the use of management reserve budget, internal
replanning, or formal reprogramming, properly documented and
reflected in the Cost Performance Report and Project Status
Report? R, TP

b. Ate procedures in existence that restrict changes to budgets for
open work packages and are these procedures adhered to? R

C. Are retroactive changes to budgets for completed work specifi-
cally prohibited in an established procedure and is this pro-
cedure adhered to? R

d. ' Are procedures in existence that control replanning of unopened
work packages and are these procedures adhered to? R

6. PROVIDE THE CONTRACTING OFFICER AND HIS OR HER DULY AUTHORIZED

REPRESENTATIVES ACCESS TO 'ALL OF THE FOREGOING INFORMATION AND

SUPPORTING DOCUMENTS.

a. -Does the contractor provide access to all pertinent records to
the review team and surveillance personnel? TP
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SYSTEMS INTECRATION

MAJOR ORGANIZATION (FOR EXAMPLE: FNGINEERING) AND
ASSOCIATED DOCUMENTATION
SAMPLE FORMAT 1
CWBS _ ORGANIZATION s , o WORK PERFORMANCE
LEVEL 'LEVEL SCHEDULING ‘BUDGETING ESTIMATING AUTHORIZATION MEASUREMENT
(1) 2) (3) @ (5) (6) (7
Contract
N
b
<
@)
Cost ,
‘Account
Work
Package'
NOTES:

1. Column 1. Identlfy a representatlve element for each level of the CWBS ftom the total contract level to
_the cost account and work package level.
2. Column 2. Where applicable, identify suborganization responsxble for various CWBS 1evels.

3. Columns 3 through 7. Identify the appropriate document title for each owBS level (colum 1) and internal
organization level (column 2).

L, . - 4. Prepare format for each major organization.
- . - 5. 'There need not be a different type of document used for each CWBS and orqanlzatlon level.

6. Integration of internal documents should occur, as a mlnlmum, at the cost account/work package: level and
the total contract.

T Reference criteria checkllst, Item 13




RATA 4

RECONCILIATION OF  INTERNAL DATA
COST - ACCOUNT . DATA
SAMPLE FORMAT 2

AS' APPLICABLE - (TO DATE- DATA)
COST. ACCOUNT NO.

WORK. PACKAGE/

PLANNING PACKAGE NO.

CosT
ACCOUNT

LABOR: HOURS LABOR ' $ MATERIAL $ onC: 8 OVERHEAD: § TOTAL $ TOTAL
BCWS | BCWP | ACWP | BCWS. | BCWP { ACWP | BCWS | BCWP | ACWP | BOWS | BCWP | ACWP | BCWS | BCWP | ACWP | BOWS | BCWE | ACWP | BAC © [ EAC

SELECTED- CA' NO.

WP. NO.

PP NO.

SUBTOTAL

ALL OTHER
COS'? ACCOUNTS

SUBTOTAL

SELECTED. CWBS
ELEMENT TOTAL

NOTES:

1.~ Overhead § need not be at work packaqe'or cost-account level .
.- Summarization to contract level continues on sample formats 3, 4,75, 9, and 1@.
. Reference criteria checklist, Items II-3, 1I-4, 11-6, and IV-3,

. Data on: "all other:cost accounts" line may be broken out further.

C VS V]

Include these $ at the level where cbntractor allocates: them.




RECONCILIATION OF INTERNAL DATA
' CWBS DATA
SAMPLE FORMAT 3

- SELECTED. REPORTING
| LEVEL CWBS ELEMENT
(FOR EXAMPLE: LEVEL 3)

ALL OTHER L ' SELECTED | >
LEVEL 4 , , LEVEL 4 N
OWBS ELEMENTS 1 CWBS ELEMENT
e TO DATE ,
COST BAC | “EAC

ELEMENT BCWS | BCWP | ACWP

Labor Hours

ce-c¥

ALL OTHER SELECTED Labor §
LEVEL X : LEVEL X e ,
CWBS ELEMENTS CWBS' ELEMENT Material $

opc S

Overhead: §

f ' TOTAL $
ALL OTHER SELECTED COST
COST ACCOUNT FROM o
ACCOUNTS : SAMPLE FORMAT 2{ .~

NOTES:

1. Reconcile BCWS, BCWP, ACWP, and BAC data for sample cost accounts to successively higher CWBS levels.

2. In summarizing to higher levels, various cost elements may need to be added. Overhead costs need not be at
the cost account level.’ Include these costs at the level where the contractor allocates them to the CWBS.

3. Selected cost accounts should be the same as selectéd for the organizational summarization.

4. Reference criteria checklist, Items Ii-4, II-11, I11-3, and IV-3,
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SELECTED: -
MAJOR INTERNAL
ORGANTZATION

RECONCILIATION . OF - INTERNAL:-DATA

ORGANTZATION DATA

SAMPLE" FORMAT 4

~
~

ALL. OTHER- LEVEL SELECTED' LEVEL
2. MANAGEMENT 2 MANAGEMENT
ORGANIZATIONS ORGANIZATION

ALL OTHER SELECTED
QOST  ACCOUNT COST ACCOUNT
MANAGERS MANAGER

ALL. OTHER SELECTED: COST

COoST ACCOUNT FROM

ACCOUNTS SAMPLE. FORMAT 2
NOTES:

- COST
ELEMENT

TO DATE

BCWS

BAC

Labor Hours

Labor §

Material ' §

oDC §

Overhead §

TOTAL §

1. Reconcile BCWS, BCWP, ACWP, and BAC data:for sample cost accounts to successively higher organizational levels.

2. In summarizing to higher levels, various cost elements may need to be added.
account-level .

Overhead costs need not be at the cost
Include  these costs: at the level where the contractor allocates them to organizations.

3. - Selected cost accounts should be the same as selected for CWBS summarization.
4.  Reference criteria checklist, Items I1-4, TI-11, II1I-4, and IV-3.




RECONCILIATION OF INTERNAL DATA
SUMMARY LEVEL DATA
SAMPLE FORMAT 5

MAJOR INTERNAL ORGANIZATIONS
‘REPORTING ,
LEVEL = : ENGINEERING ' 'MANUFACTURING PROCUREMENT OTHER TOTAL
CWBS DATA , :
ELE}MENTS ELEMENTS LABOR | MAT'L:") ODC | OH | LABOR MAT'L opC ¢ SUBCONTRACTS: .
o , BCWS To Date
Element 1 BCWP To Date
ACWP To Date
BAC To Date
EAC To Date
: BCWS To Date
Element 2 BCWP To Datel
ACWP To Date
BAC To Date
|EAC To Date
Etc.
g BCWS To Date
SUBTOTAL OF. {BCWP To Date
L REPORTED ACWP To Date
) ELEMENTS  |BAC To Date
N _ I¥AC To Date
W .
OVERHEAD :
{NOT INCLUDED: ABOVE)
UNDISTRIBUTED BUDGET
MANAGEMENT RESERVE
BAC
EAC
NOTE:

1. BAccomplish at summary CWBS levels.

2. Undistributed Budget and Mahagement Reserve - Identify and add to internal. budgets to reconcile to negotiated
. contract cost. : . s L ‘ L

3. Discrepancies < Document, identify levels where occurred, and dollar amount; -include cause if known.

4. Reference criteria checklist, Items I1-11 and I1vV-3.
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EVALUATION: OF COST' ACCOUNTS/WORK: PACKAGES
ORGANIZATION: (FOR-EXAMPLE, ENGINEERING)

SAMPLE  FORMAT 6

COST  ACCOUNTNO, CLASSIFICATION START DATE COMPLETION .DATE REMARKS:
WORK PACKAGE/ OF WORK“EFFORT DURATION BUDGET COMMENTS ON
PLANNING PACKAGE (DISCRETE, ' LOE, WORK CLASSIFICATION
APPORTIONED) SCHED ACTUAL SCHED ACTUAL DURATION
(1) (2) (3) (4) (5) (7) (8) (9)
CA: No.
WA/PP. No.
CA No.
WA/PP No.
NOTES:
1, Column 1, Selected cost accounts and associated work packages/planning packages from sample format ‘2.
2. Column -9, State if work is properly classified (column 2) and identify work 1n process BCWP:formulas.
3. ' Graphically display measured: effort data on formats- 6a and 6b.
4. 1f work packages are subdivided by milestones, identify this in column 1 and complete the format with mllestone
information,
5.

Reference criteria checklist, Items 1I-5 and II-8.




LENGTH OF COST ACCOUNTS/WORK PACKAGES
SAMPLE FORMAT 6A

LONGEST COST ACCOUNT/WORK PACKAGE =

SHOR’I‘EST COST ACCOUNT/WORK PACKAGE =

RANGE (QU’RA’I‘ION) -

TOTAL NUMBER OF cost ACCOUNTS/WRK PACKAGES -~

- MEAN (DURATION) =

DISTRIBUTION

9z-2¥

NO.. OF
CA/WP

DURATION OF CA/WP

NOTES:

1. Gxaphxcally dxsplay measured cost account/work package time spans.
2. Use separate formats for cost accounts and work packages.

3. Reference criteria checklist, Items 1I=5.




TRASA S

VALUE- OF COST: ACCOUNTS/WORK : PACKAGES
SAMPLE 'FORMAT 6B

LARGEST. COST - ACCOUNT /WORK - PACKAGE -

SMALLEST COST -ACCOUNT/WORK: PACKAGE  ~
RANGE  (VALUE) ~

TOTAL NUMBER - OF MEASURED COST. ACCOUNT /WORK " PACKAGES ' ~
MEAN - (VALUE) " —

DISTRIBUTION

NO. - OF
COST ‘ACCOUNTS/
WORK- PACKAGES

VALUE OF . COST ACCOUNTS/WORK: PACKAGES - (HOURS AND DOLLARS)

NOTES:

1. - Graphically display measured cost account/work package values.
2.

Use separate . formats. for cost accounts: and work packages.
3, Reference criteria checklist, Items II-5.




‘CONTRACT INDIRECT COST EVALUATION
SAMPLE FORMAT 7

MAJOR ORGANIZATIONS
TYPE OF :
OVERHEAD f , , ] , e :
POOL - | DATA ELEMENT ENGINEERING | MANUFACTURING “TOOLING _ PROCUREMENT | ETC, SUBTOTAL

idget (Total)
FACILITIES | Budget to Date

: ‘}Actuals ‘to Date e
Variance

S ©1 Budget (Total)
FRINGE Budget to bate

BENEFITS Actuals to Date
Variance

Budget (Total)

E) Gb&A : Budget to Date
‘\'J Actuals to Date
o Vatriance
ETC.
Budget (Total)
TOTAL Budget to Date
Actuals ‘to Date
Jariance
NOTES: -
1. Format illustrates overhead planning budget to date, and actuals to date, by overhead pool and associated
organization.

2. Data to accomplish this format should be denved from the lowest level at which contract indirect costs are
planned and allocated to organizations.
-3, Analyze differences on supporting worksheets.
4. Reference criteria checklist, Items II-9 and IV-2.
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RECONCILIATION OF - INTERNAL DATA " (BUDGET REVISION)
REPORTING LEVEL CWBS ELEMENTS
SAMPLE FORMAT 8

CWBS ELEMENTS
(1)

ORIGINAL
BUDGET
(2)

CHANGES

CONTRACT

(3)

MGT. RESERVE

(4)

SUBTOTAL
(2, 3, anp 4)
(3)

CURRENT
BUDGET

DIFFERENCE
(6~ 5)

EXPLANATION
OF
DIFFERENCE

QOST ACCOUNT
(FROM FORMAT 2)

ALL OTHER
QST ACCOUNTS
(FROM FORMAT 2)

CWBS ELEMENT
TOTAL

ALL OTHER CWBS
ELEMENTS TOTAL

OVERHEAD NOT
INCLUDED ABOVE

UNDISTRIBUTED
BUDGET

MANAGEMENT
RESERVE

TOTAL . CONTRACT
NEGOTIATED COST

NOTES: ; ;
1. Reconcile current reporting level CWBS element budget to original budgets and compare values to contract target. cost.
Analyze differences on supporting worksheets.
Reference criteria checklist, Item V-2.

2.
3.




RECONCILIATION OF EXTERNAL REPORTS TO INTERNAL DATA (CWBS)
SAMPLE FORMAT 9

DATA ELEMENTS

CURRENT PERIOD CUMULATIVE TO DATE AT COMPLETION

CWBS BCWS BCWP ACWP | BCWS "BCWP | ACWP | BUDGET | ESTIMATE

SITE-AND BUILDINGS

~Cost Performance Report
Contractor's Internal Report
“Difference

NSSS SYSTEMS

Cost Performance Report
Contractor's Internal Report
Difference

PROJECT SUPPORT

Cost' Performance Report
Contractor's Internal Report
Difference

0c-¢¥

ETC

ETC

ALL OTHERS

Cost: Performance Report
Contractor's Internal Report
Difference

TOTAL

Cost Performance Report
Contractor's Internal Report
Difference

NOTE

1. Reports to be compared should cover identical periods.

2. CWBS elements shown in the first column are for illustrative purposes. ~Use applicable WBS: reporting
level items.

3. Analyze difference on a separate worksheet, trace each difference to its origin, and explain.

LS Reference criteria checklist, Ttem V-3,
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RECONCILIATION OF- EXTERNAL REPORTS TO' INTERNAL DATA ' (ORGANIZATION)
SAMPLE FORMAT 10

DATA ELEMENTS

CURRENT ' PERIOD CUMOLATIVE: TO DATE AT COMPLETION

ORGANIZATION BCWS - | 'BCWP- | ACWP- |- BCWS' | BCWP .| 'ACWP 1"  BUDGET ESTIMATE

ENGINEERING
Cost: Performance Report

Contractor's Internal Report

Difference

PROCUREMENT
Cost Performance Report

Contractor's Internal Report

Difference

QUALITY. CONTROL
Cost Performance Report

Contractor's InternalReport

Difference

CONSTRUCTION
Cost -Performance Report

Etc

BETC

TOTAL
Cost. Performance Report

Contractor's Internal Report

Difference

NOTE:

1. . Reports to be-compared should cover identical periods.

2. Functional elements shown in the first column are illustrative. Use applicable contractor
organizational ‘structure.

3..- Analyze-difference on a separate worksheet, trace each difference to its origin, and explain,

4,  Reference criteria checklist, Item IV-3.




cE=CY

RECONCILIATION OF EXTERNAL REPORTS

SAMPLE FORMAT ‘11

REPORT

NEGOTIATED
CONTRACT
COosT

CUMULATIVE
ACTUAL
CosT

ESTIMATE COST
AT
COMPLETION

EXPLANATION OF :DIFFERENCES

Cost Performance Report

Status Report - Fuhding Status

Difference

Cost Performance Report

Cost ‘Management Report

Difference

Status Report - Funding Status

Cost Management Report

Difference

NOTES:
Ascertain-that reports conform to current contractual requirements.
Reports  to- be compared should cover identical periods.
Reconcile for variation in report requirements (applicable FY funds in Status Report versus total contract
authorized funds in CPR and (MR).
Analyze differences remaining after reconciliation on. separate worksheet, trace to origin, and explain.
Reference criteria checklist, Ttem IV-6.

1
2.
3.

4.
5.
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RECONCILIATION OF INTERNAL DATA
(ESTIMATED  COST AT .COMPLETION)
CONTRACT WORK' BREAKDOWN  STRUCTURE
SAMPLE  FORMAT ‘12

CONTRACTOR ESTIMATED
INTERNAL COST AT
ESTIMATED COMPLETION
CWBS - ELEMENT, COST: AT - .CPR DIFFERENCE
REPORTING. LEVEL COMPLETION (3. -:2) EXPLANATION OF DIFFERENCES

(1) (2) (3) (4) (5)

Subtotal

Undistributed Budget

Indirect Not Inciuded Above

Total

NOTES: ; .
1. Show reconciliation from lowest level (WBS element where EAC is calculated to reporting level on format 14.
2. - Reference criteria checklist, Item V-6,
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RECONCILIATION OF INTERNAf DATA
(ESTIMATED COST AT COMPLETION)
SAMPLE FORMAT 13

SELECTED REPORTING
LEVEL, CWBS
ELEMENT (FOR

EXAMPLE LEVEL 3)

:

SELECTED : & ALL OTHER NEXT
NEXT LOWER 1 LOWER LEVEL CWBS
LEVEL CWBS ‘ . b ELEMENTS

ELEMENT :

|

SELECTEL
LOWEST  LE!

CWBS FLEMENT {FOR
CALCULATION OF: EAC)

ALL OTHER
LOWEST LEVEL

(CWBS ELEMENT (FOR

CALCULATION OF FAC)

Bl

NOTES?:

Lo Estimated costat completion sumnarized from selected cost account (sampleformat 2) to selected WBS

element oOn

format 8.

2. Reference criteria checklist, Ttem TV=6.




ATTACHMENT 3

READINESS ASSESSMENT CHECKLIST
BY AREAS OF RESPONSIBILITY

Total Program Responsibilities

Is the CWBS, as used by the contractor for internal control, in accordance

with the one approved by project management?

Has the contractor extended the CWBS in an acceptable manner?

‘Do internal contractor statements of work support the contract statements

of work?

Are the CWBS, task authorizations, budgets and schedules properly
integrated?

How is forward planning monitored?

What is the role of the project office in systems operation? How does it
interact with the functional organizations?

How is the performance measurement baseline established and maintained?
Who is responsible for preparing reports submitted to DOE?
Is performance data used by project office personnel a summarization of

data developed by the performing organizations and reflective of data
reported to DOE?

Scheduling Responsibilities

1.

2:

Has the contractor established a master schedule to support established
contract schedules?

In support of the master schedule; has the contractor established
intermediate schedules in each organization?

Has the contractor established detail schedules that support the
intermediate schedules in each organization?

Do the detail schedules reflect: the start and stop dates of measured cost
accounts/work packages?

Are the detail schedules maintained to reflect current and future work
packages?

Are significant milestones identified in the schedules?

Are there adequate procedures governing schedule development, revision, and
status reporting?
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Revisions Responsibilities

l.

2.

Are interim budgets established in cost accounts within 30-60 days of ‘work
start on an authorized change?

Are the interim budgets updated to reflect current proposal estimates to
the Government7

Are management reserve budget and the person(s) respons1ble for its control
adequately 1dent1f1ed°

Can the contractor formally 1dent1fy changes in the management reserve
account? S .

Is undistributed budget use identified to tasks and approximate time-
frames?

Are changes.inwthe undistributed:budget adequately documented?~

Are changes in cost account budgets (baseline) documented in a manner that
will allow the contractor to justify these changes’

Funct10na1Jgespon31b111t1es (Englneerlng, Manufacturing, Construction, etc.)

1.

Cost account investigation to determine:
8. The development Ofythegbudgetkvalue (BAC) .
b. Time-phasing of the budget (BCWS) .

C. Identlflcatlon of work packages, 1evel of effort, and apportioned
effort. .

d. Support of cost account budgets by work package/plannlng package
‘ budgets.

e. ‘Technlques for‘computing BCWP (earned value).

£. Slngle organlzatlon respon31b111ty for cost accounts/work packages.

g. Relationship with work package managers.‘

h.  Degree of manager s knowledge of systems operatlon at this level.
i Systems tralnlng and documentat1on prov1ded to managers.

j.  Adequacy of the analyses assoc1ated wath variances that exceed
thresholds.

K. The formallzatlon of variance analyses and their submittal to hlgher
 levels of management.
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1, Integration of the cost account/work package timeframes with the
formal detail scheduling system.

m, Identification of cost account budgets by cost element.
n. Technique for acéounting for material (price and usage variances).
o. Organizatibn responsible for material budgets.

p. Organizational responsibility for determining estimate at completion
" and frequency of updating.

q. Basis for EAC.
r. Types of reports furnished cost account managers.

What is the role of the functional manager in systems operation, e.g.,
scheduling, budgeting, etc.?

For what cost elements are functional managers responsible?

“What functional performance reports are generated?

How do functional managers participate in variance analysis?

What role do functional managers have in the indirect cost system?

Material and Subcontract Management Responsibilities

How is material classified; e.g., vendors, controlled inventory, etc.?
Does the contractor store and control inventory in an acceptable manner?
Is Government-furnished equipment properly controlled in bonded stores?

Does the contractor use an acceptable technique for accumulating actual
costs for materials?

Does the contractor's inventory documentation allow the tracing of
equipment from receipt to injection into work in process?

Determine the acceptability of the contractor's technique for identifying
excess material usage and price variance.

Do EACs reflect material commitments, as well as usage?
How is BCWS established and BCWP credit taken for material?
How is ACWP accumulated?

How. are subcontracts managed?
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11. How is subcontract performance data generated?

12, What reports are required of subcontractors?

13. How is subcontract data integrated into reports submitted to DOE?

Accounting Responsibilities

1. :fIs‘the accountiog‘system acceptabie to the cognizant auditor?‘
2. Is there a cost accountlng dlsclosure statement’

3. Are there any problems w1th the statement7

4. "Perform\a selected recon0111atlon of reports: internal to internal to
s‘external (e.g., internal cost.rep0rt3~with each other and with the CPR)

5. Review | 1nd1rect cost system procedures and operation (e o pools, rates,
centers, frequency of updates, application to materlal/subcontracts, proce-
- dures, etc., if applicable, i. €., if an _evaluation was not conducted within
the last /ear) Is operation in accord w1th approved p1:o<‘:edures‘>
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II.

ATTACHMENT 4
REVIEW AND SURVEILLANCE EVALUATION SUMMARY. :
GENERAL

Considering the uniqueness of each contractor's management control systems,
as well as the uniqueness of individual project situations, it-is
considered inappropriate to provide specific guidance for DOE review of
such systems in operation. Each contractor's systems must be evaluated
according to the contract requirements. The information that follows,
therefore, is intended for general guidance only.

Each element of the contractor's organization must have a logical work
definition, work planning and'respons{bility assignment, and work author-
ization and work release system. The management control systems must have

~integrated scheduling, budgeting, and labor planning. In addition, it must

be possible to trace, analyze, and control indirect costs and management
reserve budget. The contractor must have a cost accumulation and material

- control system to collect actual costs which are then compared to the

earned value for performance measurement and analysis. The most important
uses of any management control systems are to define the work, establish a
realistic plan for accomplishing the work, isolate variances from plan,
identify and trace problems to their source, develop alternatives for
corrective action, and assess the impact on at completion costs. A funda-
mental responsibility of the DOE project manager is to assure project
status visibility and that reliable EACs are generated periodically.  Thus,
the purpose of any management control systems operation is to provide
accurate and timely indications of actual performance as a basis for sound
forecasts of end results. The major areas for review and surveillance are
delineated below.

ORGANIZATION

The CSCSC organization category addresses the work definition and assign-
ment and the integration of the planning, scheduling, budgeting, work
authorization, and cost accumulation®subsystems. The contractor is
required to achieve full integration of these subsystems with each other,
and with the CWBS and the organizational structure.

A,  Work Definition and Planning

The work required to accomplish contract objectives must be based on
only one CWBS constituting the framework within which the work is
identified, scheduled, planned and controlled. Starting with the
total contract, then proceeding with the contract line items, the work
must be successively divided by the contractor so as to represent the
manner in which work is to be performed, to the point where CWBS
elements, cost accounts, and work packages are defined for planning
and control of cost and schedule.
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It should be determined whether work scope is within the framework of
the CWBS, whether the responsibility for the work is clearly defined,
and whether performance measurement can be. accomplished for de51gnated
CWBS elements and organlzatlonal functlons.

Work Respon51b111ty A551gnment

The contractor's organizational structure breaks out and indicates the
personnel responsible for accomplishment of the work. The CSCSC
requires that each segment of work be the responsibility of only one
organization. To accomplish this, the WBS and organizational

‘structure must be interrelated. This interrelationship may occur at

any level, but it must occur at the level where perfornance‘of work is
;measured, normally the cost account level,

Work Authorlzatlon

Prior to work actually starting and as far in advance as practicable,
the contractor's work authorization system must define the work to be
done and formally assign it to the responsible organization. In
addition, schedules and budgets should be established for all work at
appropriate levels in the CWBS. Task authorizations, work orders, or
other contractor's unique operational documents may be used.

Review and surveillance of the work authdrization system should assure
that specific work authorizations flow down to the proper CWBS element

and functional organizations responsible for work performance and that
the work authorization system provides a framework for properly
accounting for all costs.

Subcontracting

Subcontracting may constitute a substantial portion of contract costs.
Review and surveillance of this area should address planning of
requirements, budgeting, scheduling, accountlng, and performance

‘measurement for subcontracts.

III. PLANNING AND BUDGETING

A.'

k Schedullng

The CSCSC require that the contractor malntaln a schedule plan which
describes the sequence of work and identifies the interdependencies
required for accomplishing the contract work. They also require that
the contractor's scheduling system be properly integrated with both
work authorization and budgeting systems at the cost account level.
Further, the contractor must show planned and actual status of the
contract effort performed by functional units within the organiza-
tion. Analysis of the‘scheduling‘system should be performed to deter-
mine that planned and actual status is maintained, that the scheduling

-system is properly 1ntegrated with the budgeting and work authoriza-

tion systems, and that it is formal, complete, and cons1stent.
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B.

It should be ascertained that the contractor has scheduled work
properly to meet contractual requirements. Particular attention
should be paid to proper time phasing of tasks, traceability of
schedules, and proper selection of milestones. The ability of the
contractor to accomplish the work within the contractually established
timeframe should be assessed.

Budgeting

As work is progressively defined in greater detail, budgets for the
planned work is assigned. Budgets may be stated in dollars, labor-
hours, or other measurable units. No specific technique is required,
but all work must receive a budget, ' The assignment of budgets to
scheduled segments of work produces a time-phased budget against which
actual performance can be compared. The establishment, maintenance,
and use of this budget baseline is a fundamental aspect of performance
measurement. ~

Management Reserve Budget

The CSCSC permit the establishment of a management reserve budget
which is that portion of the contract budget withheld for management
control purposes rather than identified with the accomplishment of a
specific task or set of tasks. The contractor is required to maintain
adequate identification of, and controls for, the management reserve
budget. While such budget may be established at various levels, it is
not to be included within the performance measurement baseline because
this would distort performance measurement. When management reserve
is applied, it is then included in the performance measurement base-
line,  The management reserve budget does not include undistributed
budget.  Budget is "undistributed" only until it can be identified to
both an organlzatlon and a WBS element.

Changes~1n‘management reserve budget can provide an indication of
contract status. Management reserve activity furnishes visible docu-
mentation of the contractor's understanding and performance of the
contractual work requirements. Frequent or extensive use of the
management reserve budget may indicate trouble spots or a rearrange-
ment of work requirements. Detailed guidance on analysis of manage-
ment reserve budget is provided in the "DOE CSCSC Contractor Reporting/
Data Analysis Guide."

IV, ACCOUNTING

A.

Cost Accumulation

The CSCSC basically require that BCWS, BCWP, and ACWP be summed
directly from the cost account level up through both the CWBS and the
functional organization structure to the contract level by cost ele-
ment. -After indirect costs are accumulated and allocated, they are
applied at the level selected by the contractor for management con-
trol.  They too must summarize from the applied level to the contract

~level without further allocation.
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Material Accounting

The contractor's method  for recording direct costs for material,
either on an applied or other acceptable basis, must fac111tate per—
formance measurement. , :

The contractor s materlal accountlng system should prov1de for:

Q.. Accurate cost accumulatlon and a531gnm=nt of costs to cost

_ accounts in a manner consistent with the budgets, using
srecognized, acceptable costing techniques;

o Determinctlon of price variances by comparlng planned versus
actual~ccmm1tments, ;

0 Cost performance measurement at the p01nt between receipt and use

that is most suitable for the category of material involved, but
no earller than actual recelpt of material;

0 'Determlnatlon of cost variances attrlbutable to the ~excess usage
of material; ~ ;

o Determination of unit or lot costs;When applicable; and

o  Full acCountablllty for all material purchased for the contract,
; 1ncludlng the residual 1nventory.‘

In addltlon, the contractor should be able to account individually for

high value or critical material, purchased parts, and subcontracted
items. : e

The contractor is reguired to maintain records of outstanding contract
commitments for material. A methodical and timely review of material
commitments versus budgets is extremely important. Timely determina~-
tion of price and usage variance of material is essential to effective
control of costs. By comparing commitments or expenditures, or both,

with material budgets, material cost variances are available long

before issuing the material into work in process, giving management
greater reaction time. When the variances indicate that material
costs will exceed the budgets assigned, the contractor should reflect
these differences in a revised estimated cost at completion.

V. ANALYSIS

A.

 Variance Analysis

Since the cost account is usually~the‘1evel at which variance analysis
is conducted and the level at which internal performance measurement

is required by the CSCSC, the reporting and accounting summarization

process must begin at this level and extend up through both the CWBS

‘and the contractor's functional organization structure. The isolation
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of negative and positive variances also occurs at this level and
provides the basis for variance analysis. This does not preclude

- measurement and control at lower levels.:

Estimated Cost At Completion  (EAC)

- The contractor is required to develop periodic estimates of projected

costs at completion using all available information. The EAC should
consist of actual costs to date plus latest revised estimates for all
remaining work. Price variances applicable to material commitments
should be reflected in the EAC, and the EAC should be reconcilable to
the contractor 8 external reports.

Although monthly reports to DOE 1nc1ude the contractor's current EAC,

it should be recognized that major variances usually do not develop in
a month's time and may be the result of many relat1vely small variances
over a period of many months. e

When EACs indicate that cost and schedule targets are in jeopardy,
timely actions by contractor and DOE project management are required.
After a contractor revises an EAC, and at other appropriate times;
e.9., when there is an unchanging EAC over a lengthly period of time
or particularly when cost and schedule variances are significant, a
thorough and coordinated evaluation of the EAC should be made by the
project office in conjunction with the cognizant auditor. Whenever a
substantial change is reported or otherwise indicated, the analysis
should be designed to determine whether the new estimate is reason-
able, whether the change should have been recognlzed earlier, and, if
s0, what changes to the’ management control systems may be necessary. to
prevent similar surprises in the future.

VI,  REVISIONS AND ACCESS TO DATA

A.‘

Incorporating Changes

Because of the inherent uncertainty ih}the design and construction of
many of DOE's projects, there are bound to be contractual modifica-
tions and internal replannlng actions. .

Changes may’ be due to:

o) A change in the contractual scope of work;

0 The final negotiated price for authorized work differing from
that estimated and budgeted; t t

o Replanning to accommodate schedule changes or other factors that
may. have caused the original plan to become unrealistic; and
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o Transfer of budget from one WBS element or organization to
another provided that corresponding work is also transferred.

The CSCSC require that contract changes be processed expeditiously

‘and incorporated in a timely manner and that authorized unpriced work
‘be planned and controlled as if it were definitized work.

Baseline Igtegrity

To maintain a meaningful performance measurement baseline, the con-
tractor's management control systems must be capable of incorporating
authorized changes expeditiously and in a coordinated manner so that
all documents relating to affected elements reflect the change. Also,
disciplines must be present to avoid unacceptable budget transfers or
changes. Although internal replanning does not require contractual
action, it may impact upon the performance measurement baseline.

VII. INDIRECT CosTS

A.

Generag

~Ind1rect costs are a major portlon of the total costs of any contract.

it is 1mperat1ve, therefore, that review and surveillance include that
portion of the contractor's management control systems which controls

indirect costs. Many aspects important in the review and surveillance

of direct costs are of equal concern regarding indirect costs. These
include the proper placement of responsibility, realistic planning and
budgeting, periodic variance analysis, and proper accounting for
costs, both past and projected.

Review Questions

Analysis of a contractor's management of indirect costs should be
performed periodically. Questions requiring answers might include the

\ follow1ng.

1. Are indirect cost pools clearly identified and is control respon-
sibility assigned to managerial positions in a logical manner?

2. Are indirect cdsts‘planned and budgeted on a time-~phased basis
c01nc1d1ng w1th establlshed accountlng per10ds°

3. - Are 1nd1rect budgets established on a fac111ty—w1de basis
commensurate with firm and potential business?

4y Are the facility—wide indirect budgets updated id a timely manner

to reflect the realization or nonrealization of potential
 business and/or changes in the planning base?

5. Are indirect costs and variances from budgeted amounts analyzed
by management personnel at the proper level and corrective actlon
taken in a timely manner when necessary?
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Do ‘the indirect rates used to compute the contract estimates=to-

‘complete properly reflect historical experience, economic

escalation, anticipated business volume, and appropriate
financial planning for the period of contract performance?

Are projected indirect rates revised in a timely fashion to

reflect changing workload projections and other factors to
provide an accurate EAC?
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II.

ATTACHMENT 5
DEMONSTRATION AND ACCEPTANCE REVIEW REPORTS

GENERAL . INFORMATION

The demonstration review report is prepared by the review team to document
its findings and recommendation for validation or acceptance of the
contractor's management control system. It will also be used by project
management, DOE on-site representatives, and contractor personnel who will
be providing surveillance, performing system maintenance, correcting
deficiencies, settling controversies on operation, etc. The report is
particularly important in conducting subsequent application reviews. It
should be prepared carefully and properly. The quality of the report is
usually taken as a reflection of the review team performance during the
review cycle. Preparation of the report helps assure that a comprehensive
review has been conducted. The requirement to answer a specific checklist
item in writing may lead to additional investigation to erase any doubts.
Prime considerations in preparing the report are:

o It should document completely and accurately how the contractor's
systems comply with the CSCSC,

o It should present an orderly basis for effective review by a reader
with limited or no knowledge of the specific management control sys-
tems, and

o It should be clear and concise.

REPORT CONTENTS

The ‘report consists of three parts: Executive Summary, Detailed Findings,
and Exhibits. The parts are assembled from the following content
paragraphs according to the format discussed in paragraph III, below:

A, Executive Summary

1. Purpose

Discuss purpose of report, requirement for review, contractor
involved, dates of review, report contents, use of report, and
any other pertinent introductory comments.

2. Background

Describe briefly the events relating to the contractor's imple-
mentation of the CSCSC and the reviews relating thereto.  Also,
identify the contract purpose, type, duration, amounts (target
cost ‘or mutually agreed-to target values; etc.), the project
being: supported, and the cognizant DOE project management.
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: Rev1ew Process

applicable, summarize the deficiencies identified in the Findings

 section may be deleted.

and the review team can recommend validation or acceptance.

‘Scope

Identify the specific location which is the subject of this
review, i.e., division, company, plant, etc., and the functional
organizations such as englneerlng, manufacturing, quallty assur=-
ance, etc., included in the review. Also, discuss whether the
review is related to engineering, construction, or productlon
contracts and if the systems are restricted to the spec1f1c
contract or are used throughout the fac111ty. ~

Describe the approach taken, i.e., "cscsc" or "functlonal " :
Areas not operational should be discussed and method of review
provided; for example, the method of processing contract changes
may have to be based on a check of procedures because a contract
change had not been executed at the time of the review. Team
members and their associated responsibilities should be identi-
fied in this section. The "Team Signature Page" should also be
part of this section. Each team member should sign to indicate
agreement with the Findings and Recommendations.

Findings

Summarize the information contained in the Detailed Findings
(paragraph B, below). This section is meant for use by DOE and
contractor management who need only a general overview of the
Detailed Findings.

Recommendations

Recommend necessary corrective actions to achieve compliance.

The recommendations should not delineate specific methods to
correct deficiencies, but should identify areas requiring correc-
tion. Observations or improvements suggested to enhance the
systems can be noted here, but should be identified separately
from corrective actions necessary to comply with the CSCSC. If

and include a recommendation of the necessity for redemonstra-
tion. After successful redemonstration, this portion of the
The report is considered to be in draft
form until all noncompllances are corrected by the contractor

Conclusions

Include the overall evaluation of the systems reviewed as to

their compliance with the CSCSC. Reference should be made, when
applicable, to the supporting evidence in the Findings or Recom-
mendations sections. The acceptance statement should specifically
identify the systems demonstrated and whether they are used for
development, construction, etc.
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DETAILED FINDINGS

Address each of the CSCSC categories in sufficient depth to explain
systems compliance. It should state each criterion, describe how the
management system complies with the criterion, and be supported by

“exhibits to illustrate and prove the compliance. The subparagraphs

under each criterion should address the checklist item contained in
the criteria checklist: For example, subparagraph I.l.a. would
address "Is only one CWBS used for the contract?" A subparagraph
should directly relate to the item. Avoid superfluous information and
the tendency to restate the same information over and over in dif-
ferent subparagraphs.

The narrative may be supported by or relate to exhibits. However, the
narrative must be sufficiently thorough so-that it would not be neces-
sary for the reviewer to turn to the exhibit to understand why it is
there and what it portrays. The narrative should be able to stand by
itself, but exhibits cannot stand alone. The narrative should state
explicitly what the reader should look for in each exhibit and how the
exhibit proves that the requirement is met. ' Generally, the number of
exhibits should not exceed those necessary for understanding how the
contractor's systems comply (or do. not comply)- with the CSCSC.

When it is necessary for the contractor to redemonstrate a deficient
area, the deficiencies are to be identified in the appropriate sub-

- paragraph under the heading "Deficiency." After successful redemon-

stration, the contractor's action should be described under the
heading "Corrective Action" directly below the applicable "Defi- = .
ciency." Until successful redemonstration, the report is considered
to be in draft form and should be identified as such.

EXHIBITS

The exhibits will include those formats and procedures called for in
the criteria checklist, and will be prepared as follows:

1. Exhibits must be completely legible. Do not reduce them merely
to avoid foldouts ‘and thereby reduce ‘legibility.  Foldouts are
entirely acceptable when they will provide clearer, more legible
exhibits.,

2. Exhibits should be annotated and marked to highlight: the specific
element (s) of information and to identify the trail in support of
the related narrative.

3. Exhibits should be placed at the end of the report, and be
numbered consecutively without regard to the CSCSC category
to which they relate. ‘ ,

4, Exhibits should be from the same timeframe, and, where feasible,
- from the same branch of the CWBS. If more than one exhibit
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‘ purports to show a particular value and the value differs between
exhibits, an explanation should be offered to substantiate the
‘dlfferent values and the exhibits cross referenced accordlngly.

5. Exhlblts must be con51stent. The data selected for traceablllty
purposes  should be used cons1stently in reportlng on the various
categories of the CSCSC. :

6. Exhibits must be complete, or an explanatlon provided. If, for
- “example, an exhibit requires a report that is not available at
‘the tlme of the rev1ew, thls should be noted 1n the narrat1ve.

. 7;“\Exh1b1ts must portray Mreal data", except ‘when used to reproduce
L a part of dlrectlves, procedures, etc. ~

III. REPORT FORMAT

Based on the contents above, the typlcal demonstratlon rev1ew report would
have the follow1ng format:

'~iTable of Contents
Index of EXhlbltS~

 List of Acronyms (1f ‘used)

'A} 'Executlve Sunmarx

Purpose : |
- ‘Background ~ : : o

Scope
Review Process
Criteria Checklist
Summary of Findings
Recommendations
,“Conclu51ons ;

o e

a:xro\uthru;u)h*
&

'Y

B. 'Detalled Flndlngs

1. Organization
2. Planning and Budgetlng
3. Accounting

4. Analysis

5

.,“ Rev131ons and Access to Data
ic,‘~:Exh1b1ts ”

v. SUGGESTIONS FOR EFFECTIVE REPORT PREPARATION

The team chief is respon31ble for the overall report effort, but the actlve
support of all team members is essentlal. Readlng, correlatlng, and
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editing the team write-ups, in addition to performing other responsibil-
ities, may place an excessive burden on the team chief. If not planned
properly, writing of the report may be exceedingly difficult. Suggestions
to expedite the report preparation and to make it more effective include
the following:

A.

Assure Cont:actor Support

Since the report is prepared on-site, the contractor should play an
active role 'in the report preparation. It is essential that the
contractor supply adequate typing support to expedite the report
writing. Also the contractor being in the best position to know data
sources, to obtain exhibit preparation assistance, etc., should be
actively involved in exhibit preparation. The key contractor per-
sonnel for this support should be identified and all requests, follow-
up, etc., should be channelled through these personnel.

Establish An Administrative Process

Once the team starts writing, a method to monitor and control the
write-up flow (i.e., editing, typing, etc.) and exhibit preparation
should be established. Use of logs for this purpose is helpful. For
example,. the headings in the Write-up Log could be:

Checklist Team Chief To Status
Item Assigned To = Edited Review Typing Draft Final

I.1.a 3. Doe  1/3/86  1/3/86  1/3/36 1/1/86 1/8/86

Assign Responsibilities

The team chief may assign various responsibilities associated with
report preparation. For example, certain members may be assigned to
draft the write-up of a CSCSC area. ' This requires reviewing, editing,
and consolidating the individual inputs submitted. In other cases,
individual checklist items may be assigned to selected individuals.

In addition, team members may be assigned such tasks as editor, write-
up monitor, exhibit monitor, typing coordinator, etc.

Advance Preparation

The report may be expedited by drafting the "Purpose™, "Background",
"Scope™, and "Review Process" sections prior to the review. ~After a
successful readiness assessment, the contractor may be requested to

become familiar with the formats called for in the checklist and to

initiate their preparation prior to the Demonstration Review. These
can then be verified and put in final form during the review.

Exhibit Tips

The number of exhibits should generally not exceed those needed for
demonstration of compliance with the criteria checklist. "Nice-to-have"
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 every different form used for a specific purpose, e.g., work authori-

- prearranged set of interrelated exhibits; e.g., all system documenta-

‘analysis, etc. This set serves as the standard for most exhibit uses.

00000000 O0O

exhibits should be omitted. Avoid redundant exhibits. One exhibit;
e.d., a cost account plan, can be referenced to substantiate a variety
of budgeting, scheduling, and other review purposes, and there is no
need to use two copies of the same exhibit simply because it is
referred to in two different CSCSC categories. Including an entire
document; e.g., an entire directive or series of charts, or copy of

zation, may not be necessary. Only one or two pages or a sample may
suffice. One means to expedite exhibit processing is for the team
chief to select, with contractor coordination prior to the review, a

tion on one cost account to include planning, scheduling, variance

For example, a partlcular cost account plan may be a designated exhi-
bit and when a team member desires to emphasize a point by referring

to a cost account plan, the designated exhibit would be referenced.

This procedure does not preclude team members from obtaining cost
account plans to use in documenting a finding. However, in the write-
up, the designated exhibit would be cited unless the specific reference

was unlque.

erting Tigs~~

The team chief may identify a list of acronyms or abbreviations to use
in the write-ups. Otherwise, the variety and number used by the team
may make the report confu51ng to a reader. ' ;

A spec1f1c format for the wrlte-up is helpful For‘example, each
CSCSC item with identifying number (e.g., I.l.a) may be pretyped as

_ the heading on a page. This assists tracking of write-up and saves

time for the writer. Word proce551ng equipment can be helpful in
preparlng the draft and final version of the report

Before beginning to wrlte, make‘sure that~all information in the form

 of activity and problem records and exhibits have been assembled. It

is helpful also to remember 10 pr1nc1ples of clear writing:

Keep sentences short;

Prefer the simple to the complex;
~ Use familiar words; :
Avoid unnecessary words,
Use action words;

Write like you talk;

Use terms your reader can plcture,
Know your readers;

Make full use of varlety, and
Write to express not impress.

As further assistance several good‘examplestof deteiled finding
write-ups are included in paragraph VI.
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As a team member, when you submit a write-up, be sure it represents
your best work. Ask yourself if you would be willing to sign this
work and have it carry your name in the final report.

SUGGESTED OUTLINE FOR AN ACCEPTANCE REVIEW REPORT (MODIFIED IMPLEMENTATION)

A,

Introduction

Discuss scope of contract, contractor and location, contractual basis
for the modified CSCSC requirements, requirement for Acceptance
Review, and the dates of the review. Identify the contract number,
contract type, award date, period of performance, and original and
current negotiated cost. Cover any other pertinent background

material or introductory remarks. :

Acceptance Review Process

Identify the review team members and their review responsibilities.
Describe the scope of the acceptance review and the conduct of the
review,

Acceptance Review Findings

Address the review of the management control systems in sufficient
depth to explain systems operation and identify any unique systems
characteristics based on the modified CSCSC implementation.

Findings should be structured to: speak to each major CSCSC category
and preferably to each applicable CSCSC. The narrative should be
supported by appropriate exhibits depicting, at a minimum, the con-
tractor's organization, CWBS, systems integration, and the reconcilia=-
tion of internal data (BCWS/BCWP/ACWP/BAC/EAC) from the cost account
level to the cost performance report. If available, flow charts
showing systems operation are desirable as supplementary exhibits.

Recommendations

State' whether or not the review team recommends that the systems be
accepted for the specific project. Identify any deficiencies
requiring contractor corrective action to achieve acceptance, and
describe the contractor's plan for accomplishing the actions. - Suggest
any operational improvements for contractor consideration.

Conclusions

State the review team conclusions as to the acceptability of the
systems. : '

Systems Surveillance

Cite the contractor's documentation describing the accepted systems
and the agreements relative to processing changes. Describe the
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project office plan for systems surveillance (including participation
of any on-site personnel) and the contractor's plan for internal
surveillance. Identify any areas of systems operation to be
emphasized during surveillance:

G. < Exhibits
waived and/or accepted but which would require systems revision or

change under full implementation requirements. Other exhibits should

\
|
\
An exhibit should be included which indicates the CSCSC which were
be included as indicated in the report.

VI. WRITE-UP EXAMPLE FOR DEMONSTRATION REPORT DETAILED. FINDINGS -

A, Examéle 1

PROVIDE FOR INTEGRATION OF THE CWBS WITH THE CONTRACTOR'S FUNCTIONAL
ORGANIZATION STRUCTURE IN A MANNER THAT PERMITS COST AND SCHEDULE
PERFORMANCE ‘MEASUREMENT FOR CWBS AND ORGANIZATIONAL ELEMENTS.

1. Is each cost account assigned to a single organizational element
directly responsible for the work and identifiable to a single
element of the CWBS?

YES. Each cost account is assigned to a single responsible
organization and CWBS element as shown in Cost Account Responsi-
bility Matrix, Exhibit 1l.2.a(l). The PMS design and operation at
(Contractor) prohibits a cost account from being assigned to more
than one organization or CWBS element. Cost account estab-
lishment is controlled by the project manager. Cost accounts can
only be planned upon receipt of a planning project directive from
the project manager. The project manager has delegated planning
approval authority to systems managers who may approve cost
account planning within their assigned systems,. Once a cost
account is established, any replanning that affects the autho-
rized scope, budget, or schedule requires the systems manager's
approval.

B. Example 2

ESTABLISH AND MAINTAIN A TIME-PHASED BUDGET BASELINE AT THE COST
ACCOUNT LEVEL -AGAINST WHICH CONTRACT PERFORMANCE CAN BE MEASURED.
INITIAL BUDGETS ESTABLISHED FOR THIS PURPOSE WILL BE BASED ON THE
NEGOTIATED TARGET COST. ANY OTHER AMOUNT USED FOR PERFORMANCE MEA-
SUREMENT PURPOSES MUST BE FORMALLY RECOGNIZED BY BOTH THE CONTRACTOR
AND THE GOVERNMENT.

1. Are budgets assigned to cost accounts (and budget planning pack-
‘.ages as appropriate) maintained as the performance measurement
baseline?
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YES.  (Contractor) has established and is maintaining a perform-
ance measurement baseline (PMB) against which contract perform-
ance is measured.  Initial budgets were established for this
purpose based upon the (Contractor) cost estimate for its portion
of the August 1975 project revised cost estimate.. The CPR of
(Contractor) as of December 1977 reported a PMB of $309,720,000,
undistributed budget (UB) of $243,00@, management reserve (MR) of
$168,800¢, and contract budget base (CBB) of $31¢,131,008 (Exhibit
Ir.3.a(l)). Reconciliation of diffeérences ($26,890) between the
BAC in the CPR ($309,720,000) and in the internal reports
($309,694,000) as shown in Exhibit III.3.a(l) is contalned in
Exhibit II.3.a(2). All changes to the CBB are traceable and
documented in the contract log and master baseline log. Budget
values entered on the contract log and master baseline log are
identical to dollar amounts on the approved cost.account planning
task description sheets. Estimated amounts for authorized undef-
initized work :are entered into the contract log and master base-
line log, and retained there until the work is definitized. Upon
agreement, the CBB, PMB, MR and UB are adjusted to reflect
results of the discussions.

The PMB is that part,of~the;CBB allocated to responsible organi=
zations (sections, subsections, units) for the accomplishment of
a specific set of tasks. The PMB is also a time-phased budget
plan against which performance is measured, and is the sum of all
budgets within the cost account planning-task description sheets.
Since the establishment of the initial PMB, CBB changes have
occurred which have been apportioned to PMB, MR, or UB, and-are
contained in the master baseline log.

A Cost Account is defined 1n‘the (Contractor) Performance Mea-
surement System (PMS) as the intersection of the organization
structure with Level 7 of the CWBS, i.e., work agreement line
items. Each cost account represents a defined work scope at the
level where work is assigned to a respon51ble ‘organization,
generally the unit level. The person in the (Contractor) organi-
zation assigned responsibility for this intersection is the cost
account manager  (CAM) . The cost account has no restriction on
its duration; however, its start and end dates are consistent
with the WBS element baseline schedule plan and represent the
time period during which the organizations are expected to com=-
plete their work on the WBS element. Cost Accounts are sub-
divided into work packages and planning packages. The time-
phasing of all cost account budgets is shown on cost account
planning task description sheets which, in turn, constitute the
PMB. ' Changes to cost: account budgets are planned only if auth-
orization is issued by the project manager using a project direc-
tive (Exhibit IT.3. a(3)) . Error corrections are reversed at any
time. - : :
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All PMB, MR; and UB transactions are recorded in the master
baseline log. When a budget change is authorized, the CAM
receives formal notice on a project directive prepared by Project
Integration and Control and issued by the project manager to
complete new Work Package Detall Sheets and Cost Account Planning
Sheets.

If the CAM determines that a budget increase for the new work is
necessary. and should be accommodated through the use of MR, he
requests additional budget baseline from the system manager.
After the system manager reviews the request, he may make a
recommendation to the project manager who has final approval
responsibility. If the request is dlsapproved by the project
manager or system manager, the CAM is told why and what action he
should take. If the request is approved, Project Integration and
Control adjusts the master baseline log and provides a project
directive to the CAM. The CAM then revises the work package
detail and submits them for management review and approval.

k ample 3

;SUMMARIZE DIRECT COSTS FROM THE COST ACCOUNTS INTO THE WBS WITHOUT
ALLOCATION OF A SINGLE COST ACCOUNT TO TWO OR MORE WBS ELEMENTS.

1. Is it possible to summarize direct costs from the cost account

level through the WBS to the total contract level without allo-
cation of a lower level WBS Element to two or more high level WBS
Elements? (This does not preclude the allocation of costs from a
cost account containing common items to appropriate using cost
accounts.) ;

YES. All direct costs are charged to a spe01f1c organ1zatlonal
component number and cost account number. The accounting system
uses a hierarchical structure to summarize costs from the cost
account level to the project level (where a project or "P" number
is assigned for each work agreement). Summarizing the work
agreements produces the subcontract's total. The hierarchical
structure is created through the use of a reference number, e.g.,
the record for each cost account number contains a reference
number field which is either a work agreement number or a prOJect
number. :

The review team followed the sunmarization of direct costs from
the cost account level through the WBS to the subcontracts level
(Exhlblt III.3.a(l)). This summarization demonstrates that there
was no allocation of lower level WBS elements to two or more
‘higher level WBS elements. The review team detemined that the

 ACWP figures for work agreement 5¢7 as shown on Exhibit
III.3.a(l) were those recorded in the (Contractor) cost accounting
records and reconcilable to the external reports issued by (Con-
tractor) to DOE Project Office, and SAN-DOE. The above deter-
minations resulted from the review team performlng the following
steps: ,
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D.

(a) Traced the ACWP figures for WA 5@7 (P2595) to the (Contrac-

tor) cost accounting systems Management Information System
(MIS) reports.

(b) Traced the ACWP figures for WA 5ﬂ7 in the MIS reports to the
subledger of the (Contractor) general ledger.

o) Traced the ACWP figures for WA 507 to those appearing in the

cost performance report as of the December 1977 CPR.

(d)  Traced the cumulative total ACWP for the December 1977 CPR
for WA 507 to the (Contractor) project cost reports and
related records for FY 1974 through FY 1977 plus the first
quarter of FY 1978,

- Example 4

IDENTIFY ON A MONTHLY BASIS IN THE DETAIL NEEDED BY MANAGEMENT FOR
EFFECTIVE CONTROL, BUDGETED INDIRECT COSTS, ACTUAL INDIRECT COSTS, AND
VARIANCES ALONG WITH THE REASONS THEREFORE.

l.

Are variances between budgeted and actual indirect charges deter-
mined and analyzed at the level where responsibility for control
of such costs is assigned (indirect pool, department, etc,)?

YES. Variances between budgeted and actual indirect costs are

‘identified: and analyzed at the department, section and subsection

levels.

The overall responsibility for all indirect expenses resides with
the department ¢general manager. He in turn holds each level of
functional management down through the subsection level respon-
sible for the establishment of indirect budgets and control of
the expendltures against these budgets. The overall responsi-
bility for monitoring the indirect cost area has been assigned to
the finance section and the technology and special projects
(T&SP) section. T&SP is responsible for managing the budget

‘process and indirect funds allocated to overhead program authori-

zations (OPA), which includes obtaining the required planning and
monitoring expenditures against the individual OPA.

Indirect cost expenditures are controlled on the basis of:

(a) indirect cost budgets and analysis of variance: from budget;
(b) managerial responsibility for specific areas of cost accoun-
tability; (c) monthly reviews of each organizational component's
overhead rates and quarterly reviews of the department's overhead
and General and Administrative rates; and (d) a formal structure
of accounts with consistent application of costs.

Each month, subsection Cost Incurred Statements (Exhibit

I111.5.b(1)) are reviewed by finance to determine if proper
charging has been made (direct vs. overhead) and to identify
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E.

significant variances in costs from budget. Subsection and sec-
tion actual overhead rates are calculated and compared to budget.
The results of these reviews are summarized in a letter from
finance to each section manager with distribution to each subsec-
tion manager. Finance also issues to the department general
manager and his staff a monthly analysis of operations including
indirect cost analysis. This analysis includes reviews of sec-
tion overhead rates, unapplied (indirect) personnel and expendi-
tures against authorization of indirect cost programs.

Example 5
CHANGES TO. THE PERFORMANCE MEASUREMENT BASELINE WILL BE INTERNALLY

'DOCUMENTED. TIMELY NOTIFICATION OF THESE CHANGES WILL BE PROVIDED TO

THE PROCURING ACTIVITY THROUGH PRESCRIBED PROCEDURES.

1.

Are‘changes to the performance measurement‘baseline (cost
account) made as a result of contractual redirection, formal
reprogramming, or the use of management reserve, properly

;documented and reflected 1n the cost performance report’

YES. The PMB con51sts of the time-phased sum of all the cost
account budgets and is the ba51s for performance measurement
reporting in the CPR. All changes to the PMB are made as a
result of project control approval or direction, formal repro-
granming, or the use of MR and UB, and are documented in the
master baseline log maintained by cost management (Exhibit
V.5.a(l)). Changes to the baseline are implemented by issuance
of a new or revised project directive by the project manager.
The changes that occur during the mOnth‘are;summarized and
reported to the DOE Project Office in the CPR. Changes are
explained in the detailed backup to Format 3 of the CPR (Exhibit
V.5. a(2))
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ATTACHMENT 6

’REVIEW~DIRECTOR DUTIES AND RESPONSIBILITIES

I. PREAWARD ACTIVITIES
A.r Participate in solicitation development by advising on:
1. Interpretation of CSCSC solicitation and contractual clauses.
2.  Relationship of CSCSC requirements to URS requirements.
3. Development of project summary WBS.
4, Applicability of CSCSC to the solicitation:
B. Participate in bidders' briefing, if required, and brief:
1. . CSCSC and related URS requirements; | |
2. Lessons learned from prior CSCSC implementations; and
3. . The reView and surveillance processes.
C. Participate as technical advisor during source evaluation, and:
1. . Review contractors' responses‘regarding their management
proposal, CWBS, plan for complylng with: the CSCSC; and
reporting requirements;
;2' Identify deficiencies, if applicable; and“
3. Submit ' report to source evaiuation board.

II.  IMPLEMENTATION VISIT

A, Prior to the Implementation Visit:

1. Assist the DOE CSCSC Focal Point in selecting members for the
review team;

2. Coordinate training of team members with DOE CSCSC Focal Point,
if required;

3. Coordinate with contractor and DOE CSCSC Focal Point to determine
if a CSCSC requirement is pending on any other contract. If
other such activity is identified, coordinate review activities
with the other concerned Government agency or DOE organizations;

4.  Determine, in conjunction with team chief and contractor, an
appropriate date for the initial visit; and
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5‘

Prepare a briefing for the contractor on the review and surveil-
lance processes. :

During the Implementation Visit:

1.

0.

Introduce the team chief and identify the team members to the
contractor, and have the contractor identify the key management
personnel;

Assure that the contractor understands the CSCSC requirements and

the review and surveillance processes;

Identify deficiencies found durlng preaward activity;

| Review the current state of systems documentatlon and URS plans

and reports preparatlon,
Have the contractor develop a CSCSC implementation schedule;
Ascertain dates‘fcr future visits and determine their scope;

Assure that the contractor s lmplementatlon plan for meetlng ~
CSCSC contract requlrements is feasible:

Coordinate systems surveillance requlrements with the appropriate
project offlce representative and any on—s1te DOE representa-
tives; .

Debrief the contractor on the accomplishments of the visit; and

With the team chief prepare a visit report to document results
and forward coples to the pro;ect manager and the DOE CSCSC Focal
P01nt.c‘

III. READINESS ASSESSMENT

A.

Prior to‘the Readiness Assessment:

1.

2.

Ensure continuity of team membership; and

Support the team chief as required.

During the Readiness AssesSment"

l S :

2.

Rev1ew the contractor systems description and appllcable opera-
tlng procedures and provide comments to the team chlef,

‘Conduct selectlve‘tests‘of contractor data and 1nterv1ew selected

contractor personnel;

Determine if the CWBS has been adequately defined and organlza-
tional responsibility for the work identified; ;
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. Determine if the performance measurement baseline has been estab-

lished;
Determine if the schedule baseline has been established;

Determine if detailed planning and budgeting have been completed
by CWBS and by organizational element;

Provide guidance and/or instruction to team members, as required,
in conjunction with the team chief;

After the Readiness Assessment:

1,

4.

Submit a report to the project manager and the DOE CSCSC Focal
Point relating the activities accomplished, together with any
discrepancies requiring correction;

Confirm with the team chief that the contractor has taken
corrective action for previously identified discrepancies.

Assure that there are no other potential hindrances to starting
the demonstration review as scheduled, and;

Review the team chief's plan for conduct of the demonstration
review and submit comments to the team chief.

IV, DEMONSTRATION REVIEW

AQ

Prior to the review:

l.

Ensure that the team's purpose and the team chief's position and
responsibility are clearly defined both with respect to the
contractor and any on-site Govermment representatives.

Puring the review:

Brief the team on personal conduct;

Ensure that the team understands its duties and responsibilities
and that the schedule prepared by the team chief is adhered to;

Provide guidance and training to the team;

Participate in the briefing on the internal reports given by the
contractor;

In conjunction with the team chief, determine how interviews will
be scheduled;

Ensure that discrepancy, document, and exhibit processing is
being maintained;

A6-3




19.

11.

12,
13.

14,

15,

Assure that the review is conducted consistent with DOE policy
for uniform appllcatlon of the CscsC; ~

Interview team members to ensure that their areas of
responsibility were fully assessed and that substantiation of
compliance was well formulated and clearly understood;

Review status‘of‘di5crepancies and ensure that any discrepancy

not satisfactorily corrected is understood by the contractor and
that correctlve action is belng taken or planned,

if redemonstrat1on of an area is necessary, request the con~-
tractor to develop a corrective action plan; ;

After review of th1s plan, tentatlvely schedule a visit to review
correctlon actlons,

Ensure that the team chief briefs on-51te Government representa-
tives and the contractor concerning the team's findings and
recommendatlons, and subsequent respon51b111t1es, ;
Thoroughly review team report subm1551ons to ascertain that the
review report 1s clear and accurately describes the conditions
found, ;
Assist the team chief in preparing the exit briefings; and

Ensure that a‘file of review related documentation and the

contractor's management plan containing the CWBS and systems

descrlptlon is maintained by the project offlce.

After the rev1ew:

Place the demonstration review report in coordination;

Coordlnate preparation of a congratulatory letter to the Opera=

 tions Office Manager from the Assistant Secretary, Management and

Administration, certlfylng contractor compliance. Coordinate
signature to memorandum and to formal certificate to be forwarded
with memorandum for subsequent presentation to the contractor.

Coordinate preparation of a letter from the Director of Project
and Facilities Management, and the CCO to the contractor cer-

tifying CSCSC compllance.

If a DOE va11dat10n visit is planned, coordlnate detalls with the
DOE CSCSC Focal Point, the team chlef, and contractor, and
arrange for the follow1ng- ~ ‘

0 A date for the visit and transportat1on and motel accommoda-
tions; ;

A6=4




A contractor briefing on the management control systems;
with participation by managers from all levels;

A short tour conducted by the contractor;
A briefing on surveillance by the surveillance monitor; and
A folder for the DOE representatives containing the agenda,

validation certificate and memorandum, demonstration review
report, and any other pertinent information.
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ATTACHMENT = 7

TEAM CHIEF DUTIES AND RESPONSIBILITIES

I. IMPLEMENTATION VISIT

A.

Prior to the Implementation Visit:

Assist the review director in determining team qualifications,and~f'
membership;

Assist the review director in determining training requirements;
Coordinate with the contractor the date of the visit;

Request the contractor present a briefing of his management
systems, current implementation status, and future plans for

complying with the CSCSC;

Arrange to have current systems documentation and reports
available; :

Notify appropriate team members of the visit date;

Coordinate arrangements  for plant access, transportation, and
motel accommodations for all concerned; and

Prepare jointly with the contractor an agenda for the visit.

During: the Implementation Visit:

lo

Introduce  team members to each other, explain review operating
procedures ‘and team conduct, and assure that team members
understand their responsibilities;

Identify available systems documentation and reports;

Review the current. CWBS for reasonableness;

Identify and document any deficiencies disclosed as a result of
the contractor's management system briefing and the implementa=-
tion visit;

Review the contractor's implementation plan to ensure compliance
with contract requirements;

In conjunction with the contractor and the review director,
establish dates for future visits; :

Obtain contractor agreement to provide necessary logistic support
for these visits or identify alternative possibilities.
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II.

8.

9.

Identify to the contractor the documentation which will be
required for the next visit; and

Assist the review director in debriefing the contractor.

READINESS ASSESSMENT

A,

l.

2.

9.

“Prior to the Readiness Assessment :

Determine current status of open discrepancies, if any;
Ensure that team menbers have been sent a copy of the
contractor's management control systems descrlptlon and other
related material; ;

Prepare a memorandum that assigns team members to areas of

- responsibility and establishes an agenda/schedule;

Ensure that team members have plant access for the visit period;

 Arrange with the contractor for a briefing on the management

control systems, how they comply with the CSCSC, and correc-
tive actions taken or planned to correct previously disclosed
deflclenc1es, ; ‘

Arrange w1th;the contractor to have a short facility tour; and

Ensure that the contractor has submitted, at a minimum, one
cost performance report prior to the wvisit.

Review all checklist formats (see Attachment 6) with the con-
tractor and arrange for their preparatlon at the demonstration
review.

Establish the data reconciliation pattern to be used during the
demonstration review. ‘

During the‘Readiness Assessment :

Ensure that the team members understand what they are to do and
the use of proper interviewing techniques (see Attachment 4).

Identify the cost accounts,to be reviewed for the assessment;

Establish an interview schedule with approprlate functional and
worklng 1evel managers,

Ensure that the~management control systems description and
applicable operatingkprocedures are thoroughly reviewed;

Review the internal data base that supports the cost perform-
ance report, and perform selective reconciliations;




14.

1l.

Guide and instruct team members‘as necessary;

Keep the team members :informed on the assessment's progress and
results;

Identify discrepancies and ensure that the contractor understands
the extent of the discrepancy and why it is a discrepancy;

Request the contractor to develop, if applicable, a fix-it plan,
and in conjunction with the review director and the contractor,
tentatively schedule a demonstration review;

Compile a mailing and telephone listing of all team members, key
contractor personnel, and on-site Government personnel and
provide a copy to all on the list; and

Prepare and present an exit briefing to the contractor, ensuring
that all concerned on-site Government representatives and
contractor management personnel are present.

C.  After the Readiness Assessment

1.

Submit a report to the review director, the project manager, and
the DOE CSCSC Focal Point, covering the extent of the review, the
discrepancies uncovered, the contractor's fix-~it plan, the tenta-
tive dates for the demonstration review, and team recommen-~
dations, if any.

III. DEMONSTRATION REVIEW

A, Prior to the Demonstration Review

l.

Determine the method of review (i.e., "CSCSC" or "functional)

and develop the team member assignments and the review agenda
to support the method selected;

Coordlnate the review schedule with the review dlrector {for a
sample schedule, see Figure 9); ,

Assign tasks to team members with the review director's
coordination;

Provide ‘a copy of the team member assignments and review agenda
to the contractor with a reqguest for comments;

Determine the extent of corrective action taken as a result of
the readiness assessment and inform the review director;

Request that the contractor provide coples of “documentation: and

reports which will be required durlng review, ensurlng that all
data are for the same period; :
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7. Confirm the demonstration review date with the contractor;

8., Confirm each team member's availability for review duration;

9. Send.a letter to all team members containing pertinent details on
review conduct;

14. Ensure that plant access for team members is current; and

11, - Confirm logistic support requirements with the contractor.

B. ~ During the Demonstration Review:
1. At the startij
a. Conduct a short orientation briefing to the team members
_covering items such as:
(1) Do's and don'ts for team members;
(2)  Interview techniques;
(3) Team assignments;
(4) The review schedule;
(5) Activity and records; ~ ‘
(6) CscsC 1nterpretat10n by the team ch1ef/tev1ew
: director;
(7) Scheduling of interviews;
(8) : Contractor interface;
(9)  Discrepancy notification;
(18) Logistics;
(11) Working hours;
(12) PFacility access;
(13) Company proprietary 1nformat10n, and
(14) Report preparation, i. €., administrative details,
‘ a851gnments, etc.
b. Arrange with the contractor a briefing on the 1nternal and
: external reports used; and
C. ~ Establish a log of discrepancies,‘including corrective
: action contemplated by the contractor, date expected to be
 fixed, etc., per the example below:
"DISCREPANCY LOG
- FIX  SUBMITTED  EXPECTED  ACTUAL CHECKED AND
ITEM NO. DISCREPANCY -PLAN BY FPIX FIX APPROVED BY
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During:

a.

Assure that the management control systems description and
operating procedures accurately reflect systems operation
and comply with the CSCSC;

Conduct  interviews as required;

Start writing the review repbrt;

Conduct: periodic team meetings to determine status and to
inform the team of progress;

Keep the review director informed (by phone, if not present)
of status, and discuss any discrepancies found;

Review daily the activity and problem records (see figures
A8~1 and A8-2 in Attachment 8) submitted by team members;

Be sure that each discrepancy found is substantiated, and
then brief the contractor on the discrepancy;

Log each discrepancy and request the contractor's approach
to.corrective action;

Monitor the status of team write-ups and format preparation;
Interview team members as required; and

Thoroughly review team members report submissions.

At the conclusion:

Ao

Ensure that the discrepancies uncovered during the review
are either satisfactorily corrected during the review
period; or that the contractor understands what each dis-
crepancy encompasses and that a flrm fix-it date is estab-
lished;

Request that the contractor finalize a plan to correct any
remaining noncompliant area within a reasonable period of
time and tentatively schedule a redemonstration of the area;

Prepare and present exit briefings to the DOE project manage-
ment and the contractor to specifically relate team findings
and recommendations and to introduce: subsequent surveillance
activities. All recommendations should be directed towards
systems improvement with outstanding discrepancies substan-
tiated so that the contractor is fully aware of the "what
and why" of each discrepancy.
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Close the exit briefings by defining post demonstration activ-
ity, including a schedule of events. Points to cover are
the report coordination cycle, the DOE management visit, and
the letter of validation or acceptance.

Ensure that all documents containing company proprletary

~,1nformat10n are clearly labeled;

Ensure that all pertinent materlal to be used for backup is
boxed and shipped to the cognizant project office personnel;

Ensure that all team members have properly cleared the site
or plant, and

Prepare a listing of mailing addresses and telephone numbers
of team members, key contractor personnel, and key on-

site Government representatives and provide a copy to

all on the list. ~ ; ‘

C. BAfter the Demonstration Review:

‘l.

1Ensure that team members agree with the findings and recommenda-

tions included in the report and ensure that the signature page
is signed by all team members ; ‘

e

b.

If the contractor is recommended for valldatlon or acceptance:

Submit the demonstratlon review report to the review
director for coordination;

Coordinate with the review director any comments he or she
may have regarding the report,

If there will be a DOE‘management visit assist the review
director in planning for it;

Accompany the DOE representative(s) on the‘visit; and

Ensure that the CCO has provided the contractor a copy of
the demonstratlon rev1ew report.

~If‘the contractor is not recommended for validation or accept-
ance:

a.

b.

Monitor the progress of the contractor's corrective actions
and plan a visit for a review of the deficient areas; and

Coordinate surve1llance requ1rements with project offlce and
on—51te Government representatlves.
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IT.

ATTACHMENT 8

TEAM MEMBER DUTIES AND RESPONSIBILITIES

INTRODUCTION

This attachment contains selected items with which team members should
familiarize themselves in order to carry out their review responsibilities
properly. To emphasize their importance, these items are also briefed by
the team chief prior to a review's start. They include the following:

o Operation Guidelines
o - Interview Techniques
o Review Records

The first two items are informative in nature and provide guidance on your
conduct as a team member during a review. The review records are suggested
formats to be used to document team member daily review activity.

OPERATING GUIDELINES FOR TEAM MEMBERS

The following guidelines, patterned on a "Do"/"Don't" basis, establish how
you, as a team member, should conduct yourself during a review.

DO:

1. Organize your work effort; have a plan.

2. . Be inquisitive regarding all areas.

3. Uée resources you know of to accomplish your job.

4, - Interview contractor personnel, requiring them to demonstrate systems
operation.

5. Fill out the activity and problem records promptly and completely and
attach supporting documentation.

6. . Keep the team chief informed and let him or her handle problems with
the contractor. :

7. Consider all contractor information as proprietary.
8. . Adhere to the review schedule.

9. Substantiate systems compliance.

A8-1




10, Assist in writing and preparing review reports to ensure report write-
ups are clear, substantive, and supported by appropriate exhibits.

DO_NOT:

1. iHarass the contraetor persOnnel or tell them what should be done.

2. .. Relate "how the review is going" to the contractor, this is the team
chief's job.

3. Ask‘leading questions, such as "Is this how you do it?"
4, Request "nice to have" or redundant documents.

5. Judge the contractor on anythlng other than what is demonstrated
durlng the rev1ew.

6. Expand the contract requirements beyond the CSCSC.

k 7.‘ Get sidetracked by personal interests.

I1I1.

INTERVIEW TECHNIQUES

In general, the 1nterview is conducted to gather information first hand.
However, an interview should be directed to a definite purpose. To accom-
plish this pre-defined purpose, a team member must plan for the interview
and must use effective 1nterv1ew1ng techniques in its execution. The

‘follow1ng guidance should assist in performing this important function.

1. Prior to the 1nterv1ew:

a. ;Read"and refamiliarize yourself with the CSCSC items with

which you expect to be involved during the interview. Read the

contractor's procedures before you go to the interview. If
interviewing a manager of a cost account or function, familiarize
yourself with the current status of the account or functlon by
review of approprlate internal reports. ‘

b. Have avallable a list of speelflc questions you expect to ask
during the interview. These questions should include (when

appropriate to your purpose) the items in the criteria checklist,

questions you may have about procedures, and questions regarding
specifically how the interviewee does something. These last
‘questlons may be partially formulated before the interview, but
it is likely that most of them will come spontaneously as a
result of your conversation with the 1nterv1ewee. Take documents
with you which might be needed to amplify a given question, be
needed to make a point, or which will be the subject of the
interview.
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When setting up the interview, first consider whether your sub-
ject should be discussed with "the working troops" or higher man-
agement levels, and from which organization. If you are having
trouble with these considerations, ask the team chief, or explain
the goals of the prospective interview to the contractor and let
him assist you. Set up the interview as much in advance as
possible and coordinate with the team chief. When setting up the
interview, try to be as explicit as possible in explaining the
subject to be discussed so that the interviewee is prepared for
you. Consider whether you alone should be going on the inter-
view, or whether or not the subject matter may be of interest to
another team member. If so, go:together.

Think the interview through in advance. Try to develop a clear
idea of how you plan to conduct each stage of the interview,
including what you can say, the sequence you plan to use to cover
the areas of inquiry, and the specific information you want to
obtain from the interview. Although most interviews will follow
a basic pattern, each interview will have peculiarities because
of the functional area and WBS elements involved and the indivi-
dual being interviewed. Try to anticipate these peculiarities to
avoid "thrashing around" during the interview.

2. During the interview:

A

In beginning an interview, recognize that interviewees may be on
the defensive. It is:.essential that you put interviewees at ease
and secure their cooperation. To do this, ensure that the time,
place, and other conditions of the interview will be as informal
as possible, and that there will be a minimum of interruption.

Introduce yourself and your subject. Then explain the basic
objectives of the review and your purpose in conducting the
interview. = Make it clear to the interviewee what information you
require. Assure him or her that your effort is not concerned
with the individual, but with their function in systems opera-
tion, In establishing rapport, it is often helpful to open the
conversation with simple questions on somewhat routine responsi-
bilities to get him or her talking of well understood matters and

~then proceed to more complex matters.

Establish a level of communication. Try to determine-the
interviewee's familiarity with the technical aspects of systems
operation. Phrase your questions so that they can be easily
understood but do not "talk down" to the interviewee. Avoid
alphabetical abbreviations, nicknames, and technical jargon
unless you are sure both you and the interviewee understand it.
Represent your background and knowledge honestly so the
interviewee can adjust replies to your level of understanding.
Structure your discussion and questions in such a manner that you
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allow the interviewees enough "room" to dlscuss freely how he or
she does it, without puttlng the words in his or her mouth. The
best way to handle it is to be thoroughly prepared for the
interview, think through your "strategy," and learn from your
experience in the interview.

; Take notes during the interview, preferably associated directly

to prewritten questions. Ask for documents that are referenced
during the course of the interview, if the documents represent
demonstrated compliance or noncompliance, or when the subject
being discussed is too complex to explain effectively without

. examples of documents, etc., Keep in mind your needs in docu-

menting your work and what is expected as adequate evidence of
your conclusions. Resist the temptation of asking for a copy of

_ every document to which you are exposed. If documentation you

~_request during the interview cannot be made available until after
 the interview, be sure to get a commltment concernlng when it

- will be avallable. ‘

In conductlng an interview, remember that you are interested in

~ functions, not individuals; therefore, you should:

o0  Avoid discussion of your personal opinions or judgments,

other than when it is done deliberately, con51derately, and
dlscreetly as a technique of probing.

0 Keep a le1surely pace and a pleasant manner throughout.

0 Phrase your questlons so they cannot be answered by yes or
no. The objective is to get the interviewee to talk freely
to you rather than merely answer your question. For
example, ask how a certain task is done, not if it is done.
In this manner, you can also determine if the task is per-
formed in accord with the contractor's procedures.

o Allow the interviewee ample time to talk and collect his or
her thoughts before speaking. The most valuable information
 often follows what may appear to you to be an embarrassing
- pause. You should talk, typlcally, less than 25 percent of
the time durlng an effectlve interview, ~

o0 Give the 1nterv1ewee the Opportunlty to appear at hls or her

best. Ask him or her to explain the function, and solicit
an evaluation of the systems operatlon. When deficiencies
are uncovered av01d giving an impression of cross—examlnlng
the interviewee or of "w1tch—hunt1ng." Be alert for any
control techniques that the interviewee has developed that
may be of value to others in the contractor's organlzatlon.

Q.- Ensure you do not get 51detracked by your 1nterv1ewee. ;
Probe any line of thought which appears to be pertinent, but
move quickly to the next question if the conversation moves
into areas that are deemed irrelevant,
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IV,

o Should the interviewee's responses be unclear to you,
express your lack of familiarity or understanding at once.
Do not hesitate to say, "Please tell me more about this", or,
"that's not entirely clear to me", or, "You're getting into
an area with which I am not familiar.!

o At the ‘conclusion of the interview, thank the interviewee
for his or her cooperation.

3. After the interview:

a. Give yourself time to reflect on what was said during the
interview. Write up your findings, observations, and preliminary
conclusions as soon as possible. It is probably a good idea to
maintain your own interview file to keep notes and subsequent
write-ups. You can then refer to it along with other data when
you complete the total write-up for your assigned criteria
checklist items. Follow-up on data requests if they are slow in
being honored.

b. - If it was apparent during the interview that there are problems
which may impact on CSCSC compliance, note these problems on the
activity and problem records and then discuss the problem with
the team chief. If the team chief determines that there is a
problem, he may get verification from other team members and will
discuss the problem with the contractor. If the problem cannot
be resolved expeditiously, it should be noted in the discrepancy
log. The contractor will then be responsible for planning and
taking corrective action to fix the discrepancy.

c. It is not uncommon for two interviewers, on completion of a joint
interview, to have two different perceptions of what was said and
meant. These differences should be identified and resolved at
the earliest possible opportunity. Good notes can do much to
eliminate or resolve such differences.

RECORDS OF ACTIVITIES AND PROBLEMS

Figures A8-1 and A8-2 illustrate suggested formats for documenting review
activities. Such records should be completed by each team member daily to
document their activities, to identify problems, and to establish the basis
for writing the review report.

The activity record is designed to record interview proceedings, document
reviews, record observations, and suggest systems refinements for contrac-
tor consideration; e.g., a suggestion for the contractor to review a system
form because it ¢ontains redundant' information, etc. The problem record is
used to document problems identified on the activity record. The problem
record may be used alone to highlight a problem in review process, such as

undue rescheduling of interviews by interviewees or documentation requests
not being honored.
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Figure A8-1.

ACTIVITY RECORD

TEAM MEMBER: | DATE:

| YES NO
PROBLEM: ; : :
(If Yes, Attach Problem Record)

 PERSON(S) INTERVIEWED/DOCUMENT (S) REVIEWED:

FINDING & CONCLUSIONS

{ATTACH SUPPORTING DOCUMENTATION)
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Pigure A8-2:

PROBLEM' RECORD

TEAM MEMBER: DATE:

CRITERIA CATEGORY PROBLEM SOURCE PROBLEM MAGNITUDE
0 Organization o Interview o Minor

¢ Planning and Budgéting o Documentation 0. Major

o Accounting 0 'Meeting

O -Analysis

0 Revisions

PROBLEM :DISCUSSION:

CONTRACTOR RESPONSE:

PROBLEM DISPOSITION: o . Response Acceptable 0 Response Nonacceptable,

(See Comments Below)

(ATTACH SUPPORTING DOCUMENTATION)
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ATTACHMENT 9

SURVEILLANCE PLAN OUTLINE

(See paragraph III.C of this guide for discussion of factors to be considered
when preparing a surveillance plan. Development of the plan may be coordinated
with the contractor.) ‘

I.

IL.

GENERAL
A.  Purpose
o Provide detailed surveillance procedures
o] Accomplish systematic surveillance
o Produce objective evidence of that surveillance
o) Address relationship to contract surveillance
B. ' Objective

o To ensure that contractor's management control systems continue
to meet the CSCSC requirements.

C. References
o List all references.
D. Records
o See paragraph II1.F:l of this guide for guidance on types. of
records to be maintained.
E. . Reports
o] See paragraph III.F.2 of this guide
o] Include report subjects, distribution, and general content
(format, if required).
RESPONSIBILITIES
A, General
o] See paragraph III.D of this guide.
B. Surveillance Monitor
0 See paragraph III.D.l. of this gquide for typical surveillance
monitor responsibilities.
C. = Subsequent sections should include responsibilities of all partici-

pants in the surveillance effort. See paragraph III.C.l of this
guide.
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III.

Iv,

GENERAL PROCEDURES

A, Planning
o Periodic meetings of team (paragraph III.E.2.(a))
o] Activity planning (paragraph III.E.2.(a))
o) Sample selection (paragraph III.E.2.(d) (4)

B. Conduct of Surveillance

o] ‘Refer to paragraphs (III.E)

DETAILED PROCEDURES

o) Tailor to contractor's systems (Attachment 4, paragraph I).

o Address each subsystem of surveillance areak(Attachment 4,
paragraphs II through VII).
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